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PUTTING THE FEDERAL RESERVE ACT INTO 
OPERATION. 


Two days before Christmas, 1913, there was placed upon the 
statute books of the United States a banking law more far- 
reaching in its potentialities than any American banking legisla- 
tion since the Civil War. The Federal Reserve Act has for its 
purpose the remedying of the many defects of the American 
banking system, chief of which are a wasteful and cumbersome 
decentralisation of reserves and an inelasticity of credit—both 
bank-note and deposit. To this end the Act provides for the 
federation of the national banks and of such qualified State banks 
as care to join into not less than eight nor more than twelve 
federal reserve banks. These federal reserve banks, which are 
to be bankers’ banks and to deal chiefly with member banks and 
the Government, have essentially the functions as regards deposit, 
re-discount, and issue exercised by the great central banks of 
Continental Europe. Uniting the federal reserve banks, co- 
ordinating and supervising them, and holding over them a large 
degree of potential control is a governmental board of seven 
members called the Federal Reserve Board. The plan is familiar 
to most readers of the Economic JOURNAL, and a discussion of 
its details does not fall within the province of this paper. Here 
we are rather concerned with the developments that have taken 
place during the past year in the direction of putting it into 
operation. These may briefly be considered under two heads: 
(1) The attitude of existing banks with regard to membership in 
the federal reserve system; (2) the administrative measures for 
putting the system into operation. 
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The Attitude of Existing Banks with Regard to Membership. 


From the time of the introduction of the Glass Bill in the House 
of Representatives until its enactment into law the plan met with 
very strenuous criticisms on the part of the banking community. 
These criticisms found their most definite and comprehensive 
public expression in the resolutions passed unanimously at the 
Conference of the American Bankers’ Association in Chicago, 
August 22 and 23, 1913 (a full statement of which will be found 
in the Chronicle of August 30, p. 571). Subsequently there were 
many alterations in the Bill in the direction of meeting the bankers’ 
criticisms ; it was none the less true, however, that the Bill when it 
became law still embodied in their essentials a substantial part of 
the provisions that had evoked the strongest criticisms of the bank- 
ing community. Among these provisions may be mentioned : (1) the 
making of the Federal reserve board a board of exclusively govern- 
mental appointees; (2) the requirement that there should be 
not less than eight nor more than twelve federal reserve banks, 
whereas the bankers preferred one central bank, or, if that were 
not attainable, a much smaller number of federal reserve banks 
than eight; (3) the giving to the Federal reserve board power to 
require one Federal reserve bank to re-discount the paper of 
another ; (4) the requirement that after a short transitional period 
member banks could not count money on deposit in other banks 
as legal reserve money; and (5) the nominally direct connection 
of the Government with the issuance of Federal reserve notes. 
Upon the whole one will not go far from the truth in saying that 
the principal concessions made in the Act to the bankers’ criticisms 
were concessions of a pecuniary kind, such as in the matters of 
the parring of domestic exchange, the reduction of the legal reserve 
requirements, better provisions for the protection of the banks 
in regard to the bond-secured bank-note circulation, and an 
increased dividend allowance to member banks. ‘The concessions 
were not such as to materially alter the fundamental principles 
of the House Bill. 

The law required every national bank in the United States to 
signify in writing within sixty days whether or not it intended to 
join the new system. In case its decision were negative, the bank 
might be required to cease to act as a reserve agent, upon thirty 
days’ notice ; and, should it fail to become a member bank within 
one year, it would be required to forfeit its national charter. 
The provisions of the Act with reference to the retirement of the 
bond-secured bank-notes of banks giving up their national charters 
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exerted a strong pressure on national banks to join the new system. 
The two months expired February 23rd, and by that time over 
99 per cent. of the national banks of the country, t.e., 7,465 out 
of 7,493, had signified their intention to join the new system. 
The aggregate capital of national banks signifying their intention 
to join was $1,054,533,554, while that of those not signifying 
their intention to join was $2,560,000. 

The attitude of the State banks and trust companies, on the 
other hand, with regard to joining the federal reserve system, 
was quite the reverse of that of the national banks. For them 
there was no compulsion to join early, and they have adopted 
the conservative course of “watchful waiting.” Only a few State 
banks and trust companies have joined the system up to the 
present time.? 


Administrative Measures for Putting the Federal Reserve System 
into Operation. 


The Federal Reserve Act (sec. 2) provided that: “As soon 
as practicable, the Secretary of the Treasury, the Secretary of 
Agriculture, and the Comptroller of the Currency, acting as the 
Reserve Bank Organisation Committee, shall designate not less 
than eight nor more than twelve cities to be known as Federal 
reserve cities, and shall divide the continental United States, 
excluding Alaska, into districts, each district to contain only one 
of such Federal reserve banks.” In its work of districting the 
country the Committee held public hearings in eighteen of the 
leading cities, and heard in all more than two hundred cities 
through the clearing-house associations, chambers of commerce, 
and other representatives. For it, moreover, investigations were 
made by the Treasury Department, “and the preference of each 
bank as to the location of the Federal reserve bank with which 
it desired to be connected was ascertained by an independent 
card ballot addressed to each of the 7,475 national banks through- 
out the country which had formally assented to the provisions 
of the Federal Reserve Act.” Early in April the Organisation 
Committee made its report,’ dividing the country into twelve 
districts—the maximum number authorised by the law. The 


1 The regulations, under the Act, adopted by the Reserve Bank Organisation 
Committee, according to which State banks and trust companies may enter the 
federal reserve system, were published February 24, 1914. See Commercial and 
Financial Chronicle, February 28, 1914, p. 656. 

2 The Committee’s Report is given in the Commercial and Financial Chronicle, 
April 4, 1914, pp. 1041-2. 
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following table, though not attempting to give exact delimita- 
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the failure of the Committee to select these cities as Federal 
reserve cities or against their assignment to particular districts. 
Among the strongest protests were those against the failure to 
select New Orleans as a Federal reserve city, and against the 
inclusion of northern New Jersey in the Philadelphia instead of 
in the New York district. Such criticisms had been expected, 
but when one considers the difficulties of the Committee’s task 
of dividing the country into districts “apportioned with regard 
to the convenience and customary course of business,” each district 
to be large enough to provide the minimum capital of four million 
dollars, and none so large as to dominate the others, thereby 
endangering the federal principle which the law sought to 
establish—when one considers these difficulties, he must conclude 
that, upon the whole, the Committee did its work well.! The 
Committee’s own defence of its action? is a strong one and has 
allayed much of the original criticism. It is in the power of the 
Federal reserve board to review the work of the Committee and 
to readjust the districts if it chooses. In the near future, it is 
understood, a number of appeals on these matters will be brought 
before the Board. 

The next important step in the organisation was the appoint- 
ment of the Federal reserve board—a board possessing such large 


1 In its report the Committee names six ‘‘among the many factors” which 
governed it in making its decisions. They were— 

‘* First.—The ability of the member banks within the district to provide the 
minimum capital of $4,000,000 required for the Federal reserve bank, on the basis 
of six per cent. of the capital and surplus of member banks within their district. 

‘* Second.—The mercantile, industrial and financial connections existing in each 
district and the relations between the various portions of the district and the city 
selected for the location of the Federal reserve bank. 

‘* Third.—The probable ability of the Federal reserve bank in each district, 
after organisation and after the provisions of the Federal Reserve Act, shall have 
gone into effect, to meet the legitimate demands of business, whether normal or 
abnormal, in accordance with the spirit and provisions of the Federal Reserve Act. 

‘¢ Fourth.—The fair and equitable division of the available capital of the Federal 
reserve banks among the districts created. 

“« Fifth.—The general geographical situation of the district; transportation 
lines, and the facilities for speedy communication between the Federal reserve bank 
and all portions of the district. 

‘¢ Siath.—The population, areca and prevalent business activities of the district, 
whether agricultural, manufacturing, mining or commercial, its record of growth 
and development in the past and its prospects for the future. 

‘“‘In determining the several districts the Committee has endeavoured to follow 
State lines as closely as practicable, and wherever it has been found necessary to 
deviate the division has been along lines which are believed to be the most 
convenient and advantageous for the district affected.” 

2 The Committee’s statement was issued April 10, and will be found printed 
in full in the Commercial and Financial Chronicle of April 18, 1914, pp. 
1206-1208. 
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powers that it has been very generally believed that the success 
or failure of the new system would depend in no small degree 
upon the personnel of the Board’s members, particularly during 
the first few years of the organisation. The Secretary of the 
Treasury and the Comptroller of the Currency are ex-officio 
members of the Board, and the five appointive members were 
to be selected by the President of the United States, by and with 
the advice and consent of the Senate. We need not here go into 
the history of the appointment of the Board further than to say 
that the President offered positions on the Board to several 
persons who, for one reason or another, did not accept, and that 
one appointee of the President failed to secure the ratification of 
the Senate. By the forepart of August the Board was completed, 
and the appointive members took the oath of office on August 10th. 
The five appointive members are Charles S. Hamlin, a Boston 
lawyer and a former Assistant Secretary of the Treasury under 
President Cleveland, who was selected as Governor of the Board ; 
Frederick A. Delano, of Chicago, a railway president, who was 
selected as Vice-Governor; Paul M. Warburg, of the New York 
banking firm of Kuhn, Loeb & Co., generally recognised as one 
of the best-informed bankers in America; W. P. G. Harding, a 
banker of Birmingham, Alabama; and A. C. Miller, professor 
of economics in the University of California, who was at the time 
of his appointment on leave of absence, serving as Assistant 
Secretary of the Interior. Dr. H. Parker Willis, Associate Editor 
of the New York Journal of Commerce, who had served as 
the expert of the Glass Committee of the House of Representa- 
tives, has been chosen as Secretary of the Board. That the 
Board is a strong and well-balanced one seems to be the consensus 
of American opinion. 

One of the first tasks of the Board, after it had effected its 
organisation, was to select the three Class C directors for each 
of the twelve Federal reserve banks; and to provide for the 
election by the member banks of Class A and Class B directors 
for each Federal reserve bank, the former being presumably 
bankers, and the latter men “actively engaged in their district 
in commerce, agriculture, or some other industrial pursuit.” 
The somewhat complicated machinery by which these elections 
were made (Section 4 of the Act) appears to have worked 
smoothly, and, so far as surface indications go, there was remark- 
able harmony among member banks in the election of these 
directors. Before the end of August the forty-two Class A and B 
directors of the twelve Federal reserve banks had all been 
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elected ; and the appointment of the thirty-six Class C directors 
was completed early in October. 

The next important steps were the call for the first instalment 
of the capital stock, and for the first transfers of reserve money 
to the Federal reserve banks—transfers which were to be made 
“when the Secretary of the Treasury shall have officially 
announced . . . the establishment of a Federal reserve bank in 
any district.” ? 

With regard to the payment of stock subscriptions the Federal 
Reserve Act (Section 2) provided :— 


When the Organisation Committee shall have designated the 

cities in which Federal reserve banks are to be organised, and fixed 
the geographical limits of the Federal reserve districts, every national 
banking association within that district shall be required within thirty 
days after notice from the Organisation Committee to subscribe to 
the capital stock of such Federal reserve bank in a sum equal to 
six per centum of the paid-up capital stock and surplus of such bank, 
one-sixth of the subscription to be payable on call of the Organisa- 
tion Committee or of the Federal Reserve Board, one-sixth within 
three months and one-sixth within six months thereafter, and the 
remainder of the subscription, or any part thereof, shall be subject 
to call when deemed necessary by the Federal Reserve Board, said 
payments to be in gold or gold certificates. 
Under this provision the Board fixed November 2nd as the date 
for the payment of the first instalment of the capital stock,? and 
this instalment, totalling for all national banks $17,833,900, was 
practically all paid promptly. 

The date upon which the first transfers of legal reserve money 
were to be made to the Federal reserve banks, as previously 
noted, was November 16th; and on October 28th the Federal 
reserve board sent an announcement to all member banks with 
regard to these transfers, in which it said in part :— 

It is the desire of the Board to arrange for the actual physical 
transfer of the first instalment in such a manner as to create the 
least possible disturbance to business conditions in any city or 
section. 

It is, of course, clear that if the banks in non-reserve cities 

1 Late in October the Secretary of the Treasury officially stated that he had 
determined to announce on the 16th of November the establishment of the Federal 
reserve banks in all the Federal reserve districts. 

*2 Karly in September the Reserve bank organisation committee had addressed 
a circular letter to all member banks requesting a statement of their condition as 
of August 31, and a statement of their condition as it would have been had the first 
instalment on their subscription to the stovk of the Federal reserve bank been paid 
August 31st, and had the first transfer of legal reserve money to the Federal reserve 
bank of their district been made at that date. The circular further inquired as to 
the sources from which the banks would have obtained the funds for these 


payments. 
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undertake to make the necessary deposit of reserves with the Federal 
reserve bank by remitting checks or drafts on banks in reserve 
cities . . . there may result an unnecessarily heavy withdrawal of 
funds from the banks in reserve cities. In the same manner, if 
banks in reserve cities make remittances of checks or drafts on 
banks in central reserve cities, an unnecessary burden may be 


placed upon the latter. 
The deposits of reserves with Federal reserve banks must be 


made in gold or lawful money, and in order that the withdrawal of 
funds from the member banks may be as nearly uniform as possible 
and so distributed as to relieve any particular section of unusual 
burdens, the Federal Reserve Board urges all banks to ship from 
their own vaults gold or lawful money. The Federal reserve banks 
have been authorised to assume and pay the express charges involved 
in making such shipments. 

The foregoing suggestions also apply to payments on account of 
the first instalment of capital stock, due November 2nd. 

In view of the advantage to be derived from the deposits of gold 
which may be used as reserve for Federal reserve notes, it is strongly 
urged by the Board that deposits of reserves in Federal reserve 
banks be made, so far as practicable, in gold or gold certificates. 


The total amount of reserve money to be transferred under 
this November 16th call will be approximately $243,263,000, 
which, added to the $17,833,000 payment of November 2nd 
on capital stock, makes a total transfer of approximately 
$261,000,000. As against this it should be noted that with the 
inauguration of the new system the legal minimum reserve 
requirements of national banks, as well as those of many State 
banks (notably those of New York State), will be greatly reduced. 
On the basis of the figures for September 12th, the Comptroller 
of the Currency computes the reduction in the legal reserve 
requirements of national banks alone which will take place when 
the new law goes into effect as a reduction from $1,460,000,000 
to $996,000,000, or a difference of $464,000,000.! Part of this 
reduction, however, is represented not by cash, but by reserves 
“on deposit in other banks.” A statement issued by the Comp- 
troller of the Currency, based upon the condition of the national 
banks as of September 12th, shows that after the reserve pay- 
ments of November 16th are made to the Federal reserve banks 
there would remain an excess of cash on hand, over the amount 
legally required, of $190,000,000. The money market will pre- 
sumably be eased rather than hardened by the transfers incidental 


to the inauguration of the new plan. 
EK. W. KEMMERER 


PRINCETON UNIVERSITY. 


1 On September 12 the national banks of the country held $116,000,000 of 
reserves in excess of the legal requirements, 








THE ANALYSIS OF A:'RURAL POPULATION. 


Ir is attempted in this paper to trace, as far as it has been 
possible to do so, the changes which have taken place during the 
twenty years which have elapsed between the censuses of 1891 
and 1911 in the number and status of the inhabitants of certain 
rural parishes. 

That the flood tide of immigration into towns has turned was 
suggested by the statistics for 1901 and proved by those for 1911. 
But, as presented to the public, they relate to large masses of 
population only, and throw little light on the changes which 
take place in individual villages. Fortunately for the present 
purpose, these details can be extracted, at the cost of a certain 
amount of spade labour, from the pages of an old-established 
local directory,' which gives the occupation as well as the name 
of practically every householder in every parish within its purview. 

The villages chosen for the present examination all lie within 
a radius of some ten miles from a common centre, and are 
all situate within a district of Warwickshire mainly agricultural, 
well wooded, and hunted by two good packs. They are not all 
contiguous, though some of them abut upon each other. They 
have been selected as presenting samples of several distinct 
types of rural communities. 

Wellesbourne, Barford, and Snitterfield are large villages dis- 
tinguished by the number they contain of pretty, well-kept 
residences of people in easy circumstances, from the country 
mansion to the estheticised farmhouse. Harbury and Stockton are 
largely inhabited by the workpeople employed in extensive lime- 
works in the neighbourhood. At Napton are quarries. These 
three villages, lying on the lias, are chiefly stone built. The 
others are of rich red brick, encased, in the older houses, in a 
timber framework, and superimposed upon a lower course of 
grey water stones. Within the last few years, following upon 
the death of a prominent resident landowner, a number of people 


1 Spennell’s Warwickshire Directories. 
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from towns in or near the district have settled in Claverdon, or 
have set up bungalows there for summer sojourn. This village, 
besides standing at the comparatively high elevation of three to 
four hundred feet, possesses one of the few bits of open common 
land in the district, and this common, commanding a charming 
prospect, has proved an attraction. Cubbington is an old village 
with a newer annex, inhabited mostly by persons engaged in 
a neighbouring town. Stoneleigh is a big, straggling parish, 
most of it owned by the nobleman whose seat and forest-like 
park occupy its southern extremity. The village has long been 
known as a favourable specimen of paternal government. Stone- 
leigh also, like Cubbington, possesses a semi-urban annex, which 
receives some of the overflow from a large manufacturing town. 
Moreton Morrell is interesting as affording an example of the 
effect which the advent of a couple of wealthy residents may have 
on the fortunes of a sleepy hamlet. Lastly, Tysoe is noteworthy 
on account of its remoteness from anywhere else. Its nearest 
station is five miles away on a single-track railway. Thus in it 
the conditions common to most English villages half a century 
ago, still to a considerable extent, survive. Wheat, oats, barley, 
and beans are grown in most of the parishes, but a great deal 
of the area is pasture, and there is much woodland. There are 
several large gentlemen’s parks in the district or on its borders. 
The population of the Rural Districts (in the technical sense of 
the term) of the county in which all these localities are situate 
increased, as a whole, between 1891 and 1901 by about 7°1 per 
cent., and between 1901 and 1911 by 15°4 per cent. Those 
of the selected villages taken separately have followed very 
various courses during the period of forty years between 
the censuses of 1871 to 1911. The noticeable feature is that, in 
five of the villages, the inhabitants declined steadily from 1871, 
and in a sixth from 1881, until 1901, and that then the tide, as 
elsewhere, turned. Last census exhibits a growth in several 
instances very considerable. These six villages are Napton, Stone- 
leigh, Moreton, Barford, Claverdon, and Wellesbourne. Cubbing- 
ton grows steadily till 1901. Last census reveals a drop of 
barely two per cent. Snitterfield, the fourth residential village, 
and Tysoe in its remote seclusion, exhibit an uninterrupted 
decline, the former of 35 and the latter of 22 per cent. The total 
population of the selected area has grown from 9,248 in 1901 to 
9,899 ten years later; that is, by seven per cent. This addition 
of 651 persons is made up as follows :—A gain of 167 in the three 
lime-burning and quarrying villages, of 216 in three of the residen- 
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tial villages, principally in Wellesbourne, of 287 at Stoneleigh 
(owing to an increase of 27 per cent. in its suburbanised ex- 
tremity), and of 176 in Moreton. This last is an increase of no 
less than 83 per cent., phenomenal in so retired a spot. Against 
this total of 846 is offset the decrease of 195 in the three remaining 
villages. 

It does not appear that, at the dates of the two last censuses, 
any serious house famine prevailed within the area. The returns 
for the total rural districts in the county for 1911 show that 239 
dwelling houses were in process of erection on the census day, 
while 1,759 were uninhabited. The nearest approach to a dearth 
of house accommodation was at Snitterfield, where 195 families 
and separate occupiers were living in 186 dwellings. Even here 
thirteen houses were unoccupied. The number of houses un- 
occupied was smaller, and of those in building larger, in 1911 than 
in 1901. On the habitability of the dwellings the census, to be 
sure, sheds no light, and some empty houses had no doubt been 
condemned. But the differences in respect to the wholesome 
condition of premises within the same village, as well as between 
village and village, sautent aux yeux, upon even an external 
inspection. 

The average size of families ranges between 3°6 and 4°4. 
Here it is interesting to notice that, as between the two last 
censuses, the number in the family alters with the number in 
the village. That is to say, where the population has diminished, 
so too has the size of the family. In Snitterfield the decline is 
from 3°7 to 3°6; in Cubbington from 4°2 to 4:0; and in Tysoe 
from 4°4 to 4°0. This is exactly what might be expected to 
happen in places where, instead of a few whole families removing, 
one or two members in most families, as they grow up, quit the 
village. In the remaining parishes the size of the family is either 
stationary or increasing. It might be naturally anticipated that 
the group of industrial villages would boast the largest, and the 
group of residential villages would yield the smallest families. 
But this is not the case. In villages so dissimilar as Harbury and 
Snitterfield the size is almost identical. It would seem probable 
that both the maintenance or increase of the number of in- 
habitants, and the larger households, may result from a higher 
proportion of young married people coming into or remaining in 
a parish instead of migrating to towns or colonies. Since, how- 
ever, ages and civil status in parishes taken separately are in- 
capable of ascertainment, this inference does not, unfortunately, 
admit of verification. 
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So far our subject has presented no difficulties. These will 
now arise in endeavouring to trace changes in the occupations and 
in the personnel of the inhabitants. The particulars elicited 
through the Census as published help but little, and that little 
only as a partial check on details obtained from other sources. 
They furnish for 1901 the numbers engaged in certain occupa- 
tions in the totality of rural districts in the county. From local 
sources it is also possible approximately to extract the numbers 
engaged in the particular callings pursued within the selected 
area. From these data the following table may be constructed :— 


PERCENTAGE OF MALES AGED TEN AND UPWARDS ENGAGED IN 
CERTAIN OCCUPATIONS IN 

















THE Group oF RurAt Districts Tur SELECTED VILLAGES. 
IN THE CounNTY. (Local data.) 
(Censuses. ) 
Occupations. | 1901 | 1911. Occupations. 1904-5. | 1911-12. 
Professional ... .| 1-64 | 1-76 | Professional  (in- 
| cluding females) 1-7 1-6 
Agricultural ... ... 23-2 | 20-7 | Agricultural 29-6 | 23-9 
Building Trades ... | 6-09 | 2-8 | Building Trades... 4-2 3:6 
Private Service (out- | Private Service 
door) oes . | BS | 4:4 (outdoor) 2-54 2-56 
Persons of Private | Private Means ,.. 3-1 33 
Means roe -- | 5 | ? Shopkeepers (in- 
cluding females) | 5-0 4-25 
| Farmers, per cent. | 
of all agricul- | 
| turists «| 20:3 22-07 
| | 








The last two columns cannot pretend to the accuracy of the 
others, and they are not strictly comparable, because some female 
teachers are included among professional people, and there are 
also a few women among persons of private means and shop- 
keepers. The latter class is not distinguished as a separate group 
by the Census authorities. 

The local information at my disposal for 1904-5 and 1911-12 
appears to be fairly complete and reliable. The same may be 
said of the earlier record referring to 1892-3, so far as farmers, 
shop-keepers, professional men, and persons of private means are 
concerned ; but for this year it is very imperfect regarding agricul- 
tural labourers and perhaps other workpeople, though more so 
as to some localities than others. The dates chosen are as near 
the Census years as my information would permit. 

The following table sets forth the numbers engaged in certain 
occupations at these dates, both over the whole area and in each 
village separately. 
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As I have just said, the figures at my disposal relating to 
farm servants and labourers are less complete for 1892 than 
for the later periods. This is particularly the case with Napton, 
Harbury, Stockton, Tysoe, and Snitterfield. Thus the totals 
in these columns are too untrustworthy for comparison with 
those for the later dates. It is obviously incredible that labourers 
should have just doubled between 1892 and 1904. For this reason, 
1904 is here adopted as tlie standard year for comparison instead of 
1892. Private service includes stewards and electricians, as well 
as domestics, and the professional column includes parish-nurses 
and elementary teachers. Though the bulk of waggoners are 
engaged on farms, a few of them are probably in the employ of 
builders and hauliers. 

With this explanation we may now turn to analyse the table 
in detail. Beginning with agriculture as the staple trade, we 
find a decline, but quite an insignificant one, in the number of 
farmers. The index year being 1904, 1892 was 1°4 per cent. 
above, and 1911 was 3°9 below the standard. Four market 
gardeners are included under the head of farming. In the latter 
year there were 16°7 per cent. fewer shepherds, 31°9 fewer 
waggoners, and 21°2 per cent. fewer labourers than in 1904. 
Under the last term appear to be included some workmen in 
lime-works and others not exclusively engaged on farms. ‘The 
handful of men describing themselves as hedgers, woodmen, and 
hay-tiers dwindled by 11 per cent. Cattle- and dairy-men, 
however, increased 15°3, and gardeners 12°6 per cent. 

Carpenters and builders’ men were below the standard by 4°8 
per cent. in 1892, and by 9°6 in 1911. Similarly, wheelwrights 
were below by 19 per cent. in 1892 and by 10°5 in 1911. Their 
place has not been taken by motor mechanics, however, because, for 
one thing, cars needing repairs beyond the chauffeur’s skill would 
be sent to the factory. Smiths, however, have steadily multiplied, 
rising from minus 9°7 per cent. in 1892 to plus 64 in 1911. 
So also have engine-drivers and others engaged about machinery. 
These have risen from - 30 to +27°5. The loss in numbers since 
1904 of artisans and labourers collectively—totalling 176—far 
exceeds the gain, which amounts to only 27 men all told. There- 
fore, the labourers of the earlier years have not been absorbed 
into other local employments to any great extent, although, as 
we shall see later on, a number of them have gone into other 
occupations. Bakers have increased from - 4 to +7°6. Butchers 
were +3°5 in 1892 and again in 1911. Other shopkeepers fall 
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off. They were -3°5 in 1892 and -15°4 in 1911. It has been 
the same with dressmakers and laundresses. The former were 
— 26°5 and the latter - 30 in 1911. The falling off in laundresses 
may in part be due to the incursions of steam laundry waggons 
into the domain of the rural washerwoman. A decline in habits 
of cleanliness seems improbable. The village grocer and general 
shopkeeper, too, has to face the competition of at least two large 
urban firms, whose vans may daily be seen in one or other of 
our villages. 

Persons of private means, in professions, in private outdoor 
service, and the apparently unoccupied have all increased, the 
first from -53°3 to +12°1, professional people from -12°1 to 
+1°7, servants from -23 to +6°9. The persons here styled 
“‘apparently unoccupied” are those males who have no calling, 
and who yet do not belong to the class generally described as 
“private residents.” ‘These have increased 84°9 per cent. since 
1904. The professional class included in 1904 thirteen clergy (in 
1911 these had grown to 14), 7 doctors (6 in 1911), 3 veterinary 
surgeons (2), 2 trained nurses at both dates, and 24 teachers 
(27 in 1911). Thus at the later date there is apparently an 
average of 1,650 potential patients to each doctor. Six of the 
villages have no resident medical man, but in two of these doctors 
residing in the next parish have a surgery, a third and part of a 
fourth are near large towns, and a fifth (Moreton) had till lately 
a very small population. There were only four doctors and one 
assistant and one veterinary surgeon in 1892, together with a 
farrier, described in later years as a “vet.” ‘The remaining pro- 
fessional people are chiefly land or estate agents or surveyors. 
There is one artist among them. Military men are strongly 
represented among the private residents. It was only to be 
expected that, with these last, the service element should also 
have increased. It has grown more, perhaps, than is here shown, 
since some of the gardeners, whose numbers have, as we have 
seen, increased, are pretty certainly in private service, though not 
distinguished for our present purpose from jobbing gardeners.' 

The selected area extends over about 40,000 acres, but, 
although almost 200 persons describe themselves as farmers or 
farm bailiffs (these last are very few), it has been possible to 


1 Since writing the above I have examined occupational movements in two other 
villages having lime works adjacent to Harbury and Stockton. The general trend 
is in the direction above indicated, labourers declining in exactly the same 
proportion between 1904 and 1911. 
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identify only 77 farms. One cause of this is that a number of 
holdings exist which are too small to be called farms, and are 
often cultivated by tenants living in a village. There are a 
number of petty holdings, for instance, in Napton, where there 
are thirty farmers to 4,027 acres, and in Stockton and Snitterfield, 
where the average size is yet smaller. The area available in these 
parishes for farming is really considerably less, a large extent 
being taken up by lime-works and woodland. 

It has been possible to trace changes in tenancy in seventy-four 
of the farms. Thirty-five of these changed hands once between 
1892 and 1911, eighteen changed twice, and two changed three 
times. In nineteen cases there was no change, except that in 
one or two instances the farm passed to a relative. Thus there 
were 77 changes of tenant within nineteen years among the 
74 farms. During the twelve years 1892 to 1904 there were fresh 
tenants on 26 farms. During the three following years there were 
13 new tenants, and between 1907 and 1911 there were 19. 
Thus changes have been much more frequent since 1904 than 
before, averaging 4°6 per annum, as against 2°16 for the earlier 
period. These figures represent the minimum; other changes 
may possibly have occurred, and indeed one did occur between 
1892 and 1904, to my own knowledge. 

The frequency in change of tenant has varied considerably in 
the several localities. In each of four villages the average was 
one change per farm during the entire period. ‘The rate of 
frequency is the same for the three industrial villages taken 
together. In two other villages there have been nine changes 
among ten farms, and twelve changes among eleven farms respec- 
tively. Stoneleigh is conspicuous for length of tenancy. Here 
there have been only seven changes among ten farms. Omitting 
one of these farms, which changed hands thrice, there have been 
only four changes among nine farms in the nineteen years. On 
the other hand, the seven farms at Tysoe have had nine tenants, 
and the eight farms at Cubbington have had twelve. A feature 
which these two villages, dissimilar in soil and position, possess in 
common is multiplicity of landlords, of whom each has seven. 
Stoneleigh belongs to one owner, and so does Wellesbourne, while 
none of fhe remaining villages have more than three. 

Moreton has had a curious history. Six miles from a town, 
and lying amid a network of lanes some distance from the main 
road, until a few years ago it was the sleepiest of agricultural 
villages, with its squire for its only private resident, and a ten 
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per cent. superfluity of males. Its inhabitants had declined to 
212 in 1901 from 252 at the previous census. The advent of first 
one and then a second monied American has quickly changed 
all this. They have built two smart mansions and a conspicuous 
tennis court. Three or four other persons of private means have 
since been attracted to the spot. In their train have come a 
cricketing: ‘‘pro.,” a tennis-court keeper, a stud-groom, a valet, 
a chef, two chauffeurs, two electricians, a private secretary, and 
a clergyman of the Roman communion. In fact, persons in 
outdoor domestic, or other private employ have sprung from 
one to fourteen. These are all so much fresh blood introduced into 
the parish, for no one of the same name as these was resident in 
it in 1904. The male population rose between 1901 and 1911 from 
111 to 212. Curiously, females increased less rapidly, from 101 
to 176. This is most unusual. Nothing is more easily proved 
from census returns than that where comfort and affluence pre- 
dominate there the feminine element is in the ascendant. 

We have seen that, taking the whole area, labourers have 
diminished by 21°2 per cent. between 1904 and 1911. Among 
the villages taken separately, Claverdon, where there has been, 
as already mentioned, an ingress of middle-class townspeople, has 
lost more than half (53 per cent.). Barford, with 35, and Cub- 
bington, with 32 per cent. of their labourers, disappeared, rank 
next. Harbury has lost 18, and the other two industrial villages 
26 per cent. each.!. Harbury’s loss would probably be seen to 
be greater if agricultural labourers were more carefully distin- 
guished from those in the lime works. Stoneleigh and Snitterfield 
have lost only 11, Moreton 14, and Tysoe only 4 per cent. each, 
while at Wellesbourne an actual increase of 25 per cent. has 
occurred. Those villages have suffered less which lie more 
remote. Also, although farmers, taking the entire area, have 
decreased far less rapidly than labourers, yet in those villages 
where the latter have fallen off the most heavily there are also 
markedly fewer farmers than previously, and the converse also 
holds good. The inference is that in the former cases farming 
is on the decline, and not merely changing its character, e.g., 
from arable to pasture. 

It is noticeable that a decline in labourers does not always 
coincide with a decline in the general male population of a 
village. Apparently fewer of the males take to that calling. On 
the other hand, in Tysoe, where labourers have remained almost 


1 The two Itchingtons have lost 18°6 and 22°3 per cent. respectively. 
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stationary, the male element has decreased by almost 20 per cent., 
the female by only 9°5 since 1901. Perhaps in this out-of-the-world 
village no alternative calling offers, and those who cannot get 
employment on farms have to leave. And here it may be men- 
tioned that the two sexes increase and decrease in proportions, 
both very varying and very unequal. Taking the whole area, 
males were in the majority at each census, by 39 in 1891, by 
only 4 ten years later, and by 42 at the last census. At the same 
time, the number of villages at which females are in a majority 
has increased. It has been four, five, and six at each census 
successively. In Barford there are nearly four females to three 
males ; in Snitterfield they are as seven to six. In Stockton, at 
the other end of the scale, there are nine males to eight females. 
This is to be expected at the seat of an industry employing males 
only, but why the excess should be about the same in a semi- 
rural semi-suburban locality such as Stoneleigh is not so clear. 
There may be a drain of girls into the adjacent large manufactur- 
ing town of Coventry to supply the dearth of domestics there. 

What, then, has become of the disappeared labourers, 
individually and as a class? We may arrive at some partial 
answer to this question by analysing the composition of the present 
population in point of length of residence. 

Now, among the 2,149 householders of both sexes, including 
a few lodgers and adult children living at home, who figured in 
the local records as inhabitants of our eleven villages in 1911, 
there were at least 649, but probably, from causes already hinted 
at, a good many more, who had survived from 1892. Of these, 
390 were males still pursuing the same occupation as in 1892. 
Seventy-two others had changed their occupation, 28 had retired, 
and 21 were apparently living on their own means at both dates. 
In addition to the 649, there were 588 others who do not appear 
among the names for 1892, though some of them may, no doubt, 
have been among the residents of that date, but who were pur- 
suing the same occupation in 1911 as in 1904. Thirty had gone 
out of their occupation, 61 had changed it between these dates, 
and 66 were unoccupied at both dates. The proportions in which 
the 390 survivors from 1892 and the 588 survivors from 1904 are 
distributed among the principal callings are shown in the fol- 
lowing table :— 
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Number of Persons Surviving in the Same Callings in 1911 from the Years 1892 and 1904. 
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In most of them the survivors from 1904 considerably exceed 
those from 1892. In the rare rural crafts, however, they are 
almost even. In these there are in all only 16 persons engaged, 
of whom only three have joined since 1904, a symptom of the 
pending extinction of these crafts. In the case of farmers, the 
numbers are again nearly even, but of a total of 194 farmers, 
107 had entered upon their farms prior to 1904. Among shop- 
keepers, those dating from 1892 are largely in excess. The 
reverse is the case with regard to artisans and mechanics. Of 
the 75 men engaged in 1911 as shepherds, waggoners, or cow- 
men, 7 dated from 1892 and 23 from 1904. Of the 491 labourers, 
241, or almost exactly half, are to be found in 1904, but not in 
1892, and only 115 in the latter year. But it has already been 
pointed out that the lists for 1892 are defective, so that in all 
probability many of the 241 were really among the labourers of 
the earlier year. Some of the inhabitants have no doubt been 
compelled to migrate to the workhouse. At the 1901 census, 139 
indoor paupers described themselves having been labourers in the 
rural districts of the country. 

Now we come to the interesting subject of the exchange of 
occupations. In it we find to a limited extent a key to the dis- 
appearance of the labourer. Of labourers on the 1892 list, 8 rank 
in 1911 as unoccupied, but 21 have gone into other employments. 
Six of them are artisans, two are farmers (or perhaps small- 
holders rather than farmers), and most of the remainder appear 
to have improved their position. Between 1904 and 1911 ten 
have become unoccupied, two have become farmers, and 18 have 
taken up other occupations of too miscellaneous a character to be 
classified. None, however, turned artisans. There has been, 
unfortunately, a counter-current, and several men have sunk 
from better positions to that of labourer. There were 10 such 
cases among survivors from 1892, and 12 among survivors from 
1904. Three of these had been farmers and seven artisans. On 
striking a balance, we find that the disappearance of 37 men from 
the ranks of labourers is accounted for by their re-appearance in 
other walks of life. Of course, men in quite different positions 
retire into the ranks of the unoccupied or change their calling. 
One mechanic becomes a machine owner, three builders’ artisans 
become builders themselves, two coachmen become chauffeurs, 
and so on. In all, between 1892 and 1904 and between 1904 and 
1911, 59 men retired from their callings and 58 changed them. 
Of these latter, 23 in all probability definitely bettered their 
position (16 of these began as labourers, from which grade almost 
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any change appears promotion) and 13 seem to have dropped 
from a superior position to that of labourer. 

Lastly, the tides of emigration and immigration leave their 
traces in the disappearance of 476 old surnames from the villages 
where they were to be found in 1892, and the substitution of 
entirely new ones. Of course, this piece of evidence bears on 
males only. The old blood may continue in the village in the 
female line through marriage with males of another name. This, 
however, is not likely to be of very frequent occurrence if the 
view of Col. Dick Pedder and other authorities be correct: that 
the eligible young woman migrates in advance to an urban situa- 
tion, to be followed at a later date by her swain, who knows that 
the girl will not be induced to sacrifice her newly-acquired 
standard of urban comfort and appearance for the plain fare and 
dull routine of village life. At all events, 452 of the 2,149 heads 
of households and separate occupiers of 1911 were bearers of 
names unknown in the villages at the two earlier dates. That is 
to say, their total population was maintained by the accretion of 
20 per cent. of traceably new blood from outside. In remote 
Tysoe the infusion amounts to only 10 per cent. The same 
proportion holds good, however, for the industrial villages of 
Harbury and Stockton, and it rises to only 15 per cent. at Napton. 
This suggests that their staple manufacture serves to retain the 
natural increase within the village rather than to attract out- 
siders. It seems to be the residential villages, particularly 
Claverdon, Snitterfield, and Moreton, which are fed from out- 
side. 

In each village there are one or two names common to a 
number of families in it, but rare even in adjacent parishes. 
Thus there are 14 families of Skelseys and 12 of Drapers in Cub- 
bington, 15 Turners in Harbury, 17 Alsops (spelt also with two 
“l’s”) and 13 Sheasbys in Napton, 10 Cleavers at Stockton, 
13 Hancox in Tysoe, while here and there are such quaint names 
as Cyphus, Mulliss, Pettifer, Gunthrup (reminiscent of the 
Danish settlements just across Watling Street), and Phazey. In 
the two first-named villages, persons with these locally common 
names are chiefly labourers and artisans with a few mechanics, 
but in the others these names are also borne by shopkeepers and 
farmers, though not by private residents or professional people. 
It has often been remarked that the most sessile portions of a 
village community are the labourers. ‘To them we may add the 
schoolmaster. There is probably not much promotion for the 
latter. He comes to stay in more senses than one. The growth 
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in the ranks of the unoccupied among those not apparently of 
private means is very striking. The fact that it is more rapid 
between 1908 and 1911 than between 1904 and 1907 suggests the 
explanation that, as the Old Age Pensions Act came into opera- 
tion, persons availing themselves of it ceased to describe them- 
selves by their former callings, finding it expedient to class 
themselves with the retired. 

On the whole, the present analysis of village callings tends 
to show that rural life is not now gradually dying out, but that 
it is sought after by the leisured and the retired, by those who 
spend rather than by those who earn, or, at any rate, by those 
who win their remuneration elsewhere. Of course, the recently 
enhanced facilities for speedy locomotion are a great incentive 
towards a rural life. C. H. p’E. LEPPINGTON 
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CAN A MONETARY STANDARD BE DISPENSED 
WITH?! 


THE generally admitted principle that modern trade is, in 
substance, the exchange of commodities for each other, and the 
fact that more than 95 per cent. of transactions through banks are 
carried on by some form of paper credit, has raised the question 
in some minds whether the mechanism of credit cannot be so 
much further perfected as to suffice for the settlement of all 
exchanges and permit metallic money to be dispensed with. To 
such minds the existence of a metallic standard has become a 
fetich, which might well be brushed away among advanced com- 
mercial nations. If trade is only the refined barter of goods for 
goods, it has been argued, why is it not possible to abolish gold 
reserves and to settle all transactions by mutually clearing them 
against each other? It was declared long ago by Ruskin :— 

“Tt [money | is not wealth, but a documentary claim to wealth, 
being the sign of the relative quantities of it or of the labour 
producing it, to which at a given time persons or societies are 
entitled. If all the money in the world, notes and gold, were 
destroyed in an instant, it would leave the world neither richer 
nor poorer than it was. But it would leave the individual in- 
habitants of it in different relations.” 

Underlying the view that money can be dispensed with lies, 
consciously or unconsciously, the theory that there can be some 
other standard of value than gold. The present investment of 
capital in gold money throughout the world is about eight thousand 
millions of dollars, upon which the annual interest rate at three 
per cent. would be $240,000,000. In the sense of the critics of 
the gold money standard, this vast amount of gold, representing 
the labour of decades in taking it from the ground and transporting 
it to financial centres, has been labour which might have been 
applied more profitably to the production of food, shelter, or other 
articles directly useful to humanity. The system of gold money 


1 This article is not to be understood as expressing any opinion, favourable or 
adverse, upon the adoption of the tabular standard or the standardised dollar, which 
would be subject to discussion from entirely different points of view. 
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is also subject: to the criticism that gold has not proved a steady 
and unfluctuating measure of value. It has even been sarcastic- 
ally attacked as the attempt to measure length by a yard-stick 
which was constantly changing. 

Closely related to the belief that money is a fluctuating, and 
therefore unreliable standard of value, is the attack made by 
Socialists upon the profits of bankers. It is contended that if 
the products of the community could be exchanged more directly 
with each other, without the intervention of money, the banker 
would cease to rob the community of unearned increments, and 
substantially the entire volume of national capital would be at 
the command of the workers. 

The theory of a non-monetary economic system has been 
reduced fo definite terms by a number of Socialist teachers. It 
was the doctrine of Robert Owen, the English Socialist, who 
sought to put it into practical operation through his Labour 
Exchange Bank; it was the policy of Proudhon, the French 
Socialist, who endeavoured to establish a new mechanism of 
exchange at the time of the crisis in French credit during the 
Revolution of 1848; and it has been worked out in more recent 
times by M. Ernest Solvay, a large Belgian manufacturer, who 
has imbibed Socialistic doctrines and advocated them in the 
Belgian Chambers. 

These theories are based fundamentally upon the conception 
that goods can be exchanged for each other through a system of 
checks or commodity bonds. If the shoemaker has produced a 
pair of shoes worth $3, he is given a bond by some central 
authority entitling him to the value of $3 in other commodities. 
By the use of these bonds or certificates of exchange he obtains 
the advantages of the general command over commodities which 
belongs to money as a medium of exchange. ‘The system of 
M. Solvay would reduce exchange substantially to a system of 
book credits, which in his view would approach much nearer 
to invariability of value than a single article of merchandise, such 
as gold, which “society is liable either to want or to have too 
much of.” His theory of the new standard is thus set forth! :— 

“At the very outset, from the moment barter is abandoned 
and it is no longer necessary to give a kilogram of wheat to 
obtain possession of a thing, at that very moment a book entry 
would confer on the holder of a thing a right representing a 
value equivalent to it and permitting him to effect under the 
same conditions new transactions. 

1 Social Comptabilism, Brussels, 1897, p. 8. 
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“Tf things can thus take place, it will be seen how absurd it 
becomes to persist in the custom of representing materially a 
unity which should be detached from the support which has served 
to define it at a given moment, and which no longer appears as 
anything but an abstraction permitting in a homogeneous manner 
the arithmetical representation by figures of the value of things 
relatively and individually. This abstract unity ought to be 
detached from every material tie.” 

One of these plans was put in operation by Robert Owen about 
1832, through the creation of what were called “labour exchanges.” 
Their fundamental principle was that labour is the source of all 
wealth, and that labour cost is the true measure of value. It was 
the theory of Owen that the free play of this principle was inter- 
fered with and distorted by the intervention, as the medium of 
exchange, of money, which was a monopolised and limited com- 
modity. Accordingly, labourers were invited to bring their product 
to a central office, where certificates were issued to them, no longer 
in terms of pounds and shillings, but in terms of hours. The 
hour-values were determined by managers of the exchanges, in 
cases where they were not willing to accept the time valuation of 
the maker of the goods. The holder of the certificates, thus 
expressed in hour-values, was able to purchase for given numbers 
of hours other goods which met his needs for consumption. Thus, 
according to the theory, the exchange of goods for goods would 
be effected among the producers themselves, without the inter- 
vention of bankers or of money. Labour exchanges were estab- 
lished in London, Brighton, and other communities about 1832, 
to which goods were brought by the followers of Owen and his 
school, and exchanged for labour exchange notes.! 

Not unlike the project of Owen was that of Proudhon, who 
in 1848 established in Paris an exchange bank. The object was 
explained by Proudhon to be to secure to every member of society 
all produce, commodities, merchandise, services or labour, and 
subsequently to procure the reorganisation of agricultural and 
industrial labour by changing the condition of the producer. The 
plan of Proudhon differed from that of Owen in providing a form 
of bank-note, expressed in terms of money, upon the deposit of 
the produce of labour—these notes being intended to serve the 
purpose of money, without any metallic backing. “To pass from 
the monetary medium to direct exchange—this is the central idea 


1 Photographs of several forms of these notes, with details of their issue, are 
given in Palgrave’s Dictionary of Political Economy, edition of 1912, Vol. II. 
pp. 520—23. 
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which determines the search for appropriate means!” declared 
Proudhon. “It is necessary to destroy this royalty of gold and 
to republicanise money.” ! 

Inevitably, these plans presented serious difficulties, even in 
their first application, apart from the fundamental errors which 
underlay them in regard to the function of money. In the first 
place, the attempt to fix a time standard of value instead of a 
monetary standard involved great inequalities in the valuation of 
different types of labour. Those whose labour was of small value 
must either be put arbitrarily upon a level with those whose 
labour was of a high value, or some means must be found of 
measuring the differences in time value of different classes of 
labour. This problem was faced in part by permitting the labourer 
to include in the cost of his produce the amount paid for raw 
materials, upon the arbitrary basis of sixpence per hour. If 
a bootmaker had paid five shillings for leather, he was allowed 
to add this payment, at the rate of sixpence per hour, or ten hours, 
to the time-value of the boots which he produced. Bad work was 
arbitrarily valued at fewer hours than had been spent upon it. 
This admission of other factors than labour into the equation, 
however, was an admission of the essential weakness of the labour 
standard. 

Owen was sincerely impressed with the social inequalities of 
his time, and the apparent failure of the labourer to obtain his 
share of the increase in productive power due to machinery. He 
attributed the evil to the intervention of money in exchanges, 
declaring that ‘“‘the labouring class was rendered the slave of 
an artificial system of remuneration, more cruel in its effects than 
any form of slavery practised in barbarous or civilised societies.” * 
But it is evident, in the light of later knowledge, that it was not 
the system of the use of money which was at fault, but the 
organisation of industry and the division of the proceeds of 
machine production. It was almost inevitable that a diagnosis of 
the disease of the economic body which read so inaccurately the 
character of the symptoms should lead to a treatment which was 
disappointing and abortive. And so it proved. The projects of 
Owen and of Proudhon alike broke down. Owen himself was 
superseded in control of the labour exchange on July 27th, 1833, 
within little more than a year after its inauguration, and the 
central organisation broke up in 1834. 

The underlying defect of these systems, apart from immediate 
practical difficulties, was the absence of any rule for determining 


Aucuy, Les Systemes Socialistes d’Echange, p. 137. 2 Aucuy, p. 57. 
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the ratio of demand and supply of commodities. Owen and 
Proudhon were alike oblivious to the great truth, admitted by the 
much keener mind of Karl Marx, that the labour spent upon 
commodities “counts effectively only in so far as it is spent in 
a form useful to others,” and that whether such labour is useful 
“can be proved only by the act of exchange.” ’ The attempt to 
make labour a test of value broke down when the demand for 
certain commodities increased their exchange value above the 
labour cost, and the lack of demand for others depressed their 
exchange value below the labour cost. Almost from the beginning 
sharp tradesmen accepted labour notes issued under Owen’s plan 
for their own goods, and employed them at the exchanges in 
picking out the articles which were saleable to the outside public 
at a profit above their labour value. This process soon left on 
the hands of the labour exchanges only stocks which no one cared 
to take at the price of sixpence per hour for the time of their 
makers. The labour note began depreciating with the impairment 
of the quality of the security on which it rested ; its depreciation 
enabled the traders who continued to take it at its reduced value 
to obtain a further advantage in purchasing the goods in stock, 
until the notes had fallen in exchange value to an amount below 
that which the workman of average skill could earn in the labour 
market in the time represented by their price. 

This sequence of events was not an accident, due to defective 
management, but laid bare a fundamental defect of any plan to 
conduct exchanges without money. Metallic money, while not 
unvarying in its value in relation to the aggregate of goods, has 
the merit of being always exchangeable at some rate for all classes 
of goods in the market. In times when other goods are least 
exchangeable, money is most exchangeable ; in other words, the 
amount of goods to be obtained by a given sum of money increases 
with the over-production of goods or with distrust of credit or 
of the saleability of goods. 

Money thus becomes in effect the touch-stone of the demand 
for different classes of goods. If the quantity of goods which can 
be obtained for a given sum of money increases, it is an indication 
that the supply of such goods is excessive in relation to demand ; 
if the quantity of a given class of goods which can be obtained 
for money decreases, it is evidence that the demand for those 


1 Capital, p. 57. Marx indulged in a caustic criticism of one of these labour- 
value systems,:in which he observed that the dogma that merchandise is money 
became a truth only when a bank believed it and acted accordingly. Cf. Aucuy, 
pp. 80—81. 
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goods exceeds the supply. From this simple statement of the 
ratio of goods to money flows the entire theory of credit, the 
determination of the direction in which capital shall be employed, 
the regulation of supply and demand at home, and the operation 
of the foreign exchanges in determining the movement of capital 
and the relations of supply and demand between nations. 

The essential flaw in the reasoning of Owen and Proudhon 
was to treat demand and supply for goods as constant, instead 
of variable. If it were certain that a community of 1,000 persons 
would consume annually exactly 2,000 pairs of shoes, 2,000 woollen 
suits, and 1,000 barrels of flour, then the entire resources of the 
community could be devoted to the manufacture of these 
three classes of articles in these quantities, without fear 
that they would depreciate in value or change in their 
relations to each other. A calculation could be made to 
determine what proportion of labour was required to pro- 
duce each class of article; an apportionment of labour-time 
could be made to each producer; and to each member of the 
community could be distributed his two pairs of shoes, his two 
suits of woollen clothing, and his barrel of flour annually. Within 
the limits of such a community labour exchange notes would 
form as safe and useful a medium of exchange as gold or any 
other form of money. 

The problem in reality, however, is not only highly complicated 
by the necessity of determining the labour exchange value of many 
hundreds of commodities and of many classes of personal service, 
such as those of physicians, railway employees, and personal ser- 
vants, but it is altered fundamentally by the fact that there does 
not exist, in the State or in any body of private citizens where free 
initiative survives, sufficient foresight to determine accurately in 
advance the amount of each particular article which will be called 
for by the community. Hence any system which proposes to 
substitute certificates of labour at a constant value for the 
system of fluctuating values expressed in money is based upon a 
fallacy. 

The fallacy lies in the assumption that the value given to articles 
by labour remains unaltered by changes in the demand for such 
articles. It assumes that if there is a production of 2,000 pair 
of shoes where the community needs but 1,000, the excess of 1,000 
shoes above the demand shall remain at the same price, represent- 
ing the same value, as if all had been demanded. Obviously, 
such a view of exchange would remove the great corrective to the 
misdirection of productive power which exists in the competition 
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of the market. The only possible conditions in which such a system 
of values could persist would be a system of State Socialism, under 
which the Government should prescribe the exact consumption 
of each individual—not only in number of shoes, woollen suits, 
loaves of bread and pounds of meat, but even the exact number 
of corsets of a certain size and colour, the number of bottles of 
rouge and perfumery, of boxes of face-powder, and of millinery 
of given patterns, so far as the consumption of these articles 
was permitted in a Socialistic State. Only by forcing the wants 
of every member of the community into a uniform groove could 
miscalculations in production be avoided. Hence the theory of a 
substitute for money which is not based upon an article containing 
exchangeable value, and more readily exchangeable than other 
articles, could have no standing except in a Socialistic State in 
which the liberty of the individual was completely extinguished 
and a despotic central bureau prescribed minutely for every citizen 
the amount of his consumption, not merely of necessaries, but of 
articles of luxury and fashion.! 

The demand for currency in an advanced commercial com- 
munity is for a sufficient sum to carry on retail transactions, pay 
wages, and support the fabric of credit. Bank credits are the 
right to demand gold or other lawful money. ‘They conform to 
the theory of Owen and Proudhon in the respect that they are 
certificates of the exchange of commodities; but they depart 
radically from these theories in the fact that a sound bank will 
accept certificates of the production and transfer of commodities 
only to the extent that they are exchangeable for money. If a 
banker discounts a bill of exchange based upon mahufacturing 
production, he does it because the goods upon which the credit 
is based have been already valued in money in the market, or 
because the person to whom the credit is granted has other assets 
capable of covering any downward variations in their value due 
to changes in the ratio of demand and supply. A legitimate bill 
of exchange of the European type is based upon a shipment of 
goods to a purchaser who has already agreed to accept them at 
a certain money value, and who in addition has usually obtained 
from a banker a credit by which the banker stands ready to make 
an agreement (called an acceptance) to pay the face of the bill, 
irrespective of the price at which the goods may ultimately be 
sold to retailers. Hence a bill of exchange of this type is accepted 


1 It is correctly declared by Langworthy Taylor that ‘‘ There would be no credit 
in a socialistic State,” and ‘‘ nothing which properly could be called ‘ business.’ ”— 
The Credit System, pp. 48, 89. 
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at par, if payable at sight, and is subject only to discount on 
account of time if payable at a later date. 

These safeguards thrown around a bill of exchange extinguish 
the ingenious analogy which Proudhon sought to establish between 
such bills and the documents which he proposed. It was his 
declared purpose to generalise the bill of exchange by permitting 
any producer to draw a .bill against his own finished products, 
which would entitle any holder to an equivalent amount of some 
other product. But such a document would lack the essential 
features of a bill as recognised by the practice of merchants. It 
would not designate the party who was to pay or to accept; it 
would have no designated maturity; and therefore could not 
conform to the requirement that it should be an unconditional 
order to pay a sum certain. Lacking all these elements of the 
true bill of exchange, or even any effective guarantee of the 
character or genuineness of the goods against which it was drawn, 
it was hardly capable of realising the project of its author that it 
should become “the general instrument of payments and of credit 
which will be carried on reciprocally by all men,—the universal 
method of the extinction of credits and of debts.” ? 

Certainty of convertibility into money, without delay and 
without question, is the characteristic which it has been the aim 
of the merchant and law-maker for many centuries to impose upon 
the bill of exchange. Through every stage of the processes of 
credit the principle is recognised that the value of goods in money 
is variable, and that the test of their value is the amount of money 
for which at any given moment they are exchangeable. It is the 
function of the banker to determine these ratios of value. If he 
miscalculates, and makes a loan (without other security) upon 
goods in warehouse which fall in value below the amount of the 
loan, he is guilty of bad banking and suffers the loss arising from 
the variability in the money value of the goods. 

Bank deposits are assimilated to money, but it requires the 
skill and experience of the banker to determine just what measures 
are necessary to keep them equal to money by maintaining his 
solvency. A deposit represents a deferred demand for money or 
money value. It is not money of which the entire amount is 
likely to be immediately called for, but it is a certificate of the 
transfer of money which is likely to be called for from time to 
time. It has required several centuries of banking experience 
to make clear just how far the banker can avail himself of the 
principle of compensation, or clearing, to meet the demands of 

1 Cf. Aucuy, pp. 140—142. 








32 THE ECONOMIC JOURNAL [MARCH 


his clients for the transfer of titles to money. Experience has 
shown that, in order to maintain his ability to meet demands for 
metallic money as they arise, it is necessary to maintain certain 
reserves in gold and further to maintain assets which can be 
converted into money within short periods. To rely for such 
purposes upon mortgages on real estate, or on the real estate 
itself, is t6 lean upon a broken reed, because mortgages and real 
estate are not readily convertible into cash. 

The banker, therefore, impelled by the imperative motive of 
protecting his own solvency, must pass upon the question whether 
commercial paper and other documents upon which he makes loans 
represent prompt convertibility into money in amount sufficient 
to cover his risk. Hence the banker becomes “of high potency 
in determination of outlay, investment, and capitalisation.” As 
his function is set forth by Professor Langworthy Taylor! :— 

“In the management of his discounts, of the flow of paper 
through his portfolio, and of his reserve, he possesses a peculiar 
mechanism, by means of which he coerces the merchant to do 
what the latter ought to do anyhow, but might not, if there were 
not at hand a specialist, master of a potent agent that can be 
brought into contact with the merchant’s affairs.” 

The function of metallic money, therefore, is not to provide a 
large proportion of the medium of exchange in large transactions. 
These transactions compensate each other, by the exchange of 
written documents, so long as no miscalculations are made,—so 
long as the parties to them are able to fulfil their obligations. 
But at various stages in these transactions the banker intervenes 
to give his guarantee of the fulfilment of obligations, and that if 
they are not fulfilled in kind, they shall be fulfilled in the medium 
in which they are expressed and which it is his special function 
to provide. It is when the cycle of credit activities is interrupted 
that money intervenes largely in such transactions. In the 
language of Professor Langworthy Taylor? :— 

“The momentary return to metallic money is fraught with a 
biological significance, for it points plainly to the inference that 
a crisis is the breaking down of a credit structure, of a business 
organisation which had been painfully built up and had hitherto 
escaped the need of cash payments. An elaborate process of 
setting-off can no longer be kept in operation ; an intricate system 
of balances and equalisations which had been created by the 
evolution of business had suddenly ceased to work ; the community 
grasps for some means to carry on its affairs, and returns to the 


1 The Credit System, New York, 1913, p. 32. 2 Ibid., p. 38. 
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practice of an early epoch, when actual, physical, materialistic 
money was current.” 

It is precisely at this point that the system of exchanges based 
upon the immutability of values fails and gold stands forth the 
unimpeachable store of value—the only commodity which is 
universally exchangeable. Unsound enterprises break down, and 
their remains soon cease -to cumber the earth, and capital, after 
a moment of hesitation, finds its way into new and safer channels. 

Metallic money is only one form of the expression of value, 
but a very important form, especially when distrust arises regard- 
ing the exchangeability of other goods. The value of gold, and 
even of forms of paper money, is determined by demand and 
supply. The normal demand for gold, so long as the credit system 
remains intact, is only for a sufficient amount to enable business 
to be carried on. It is a tool of exchange, but not the final 
object of exchange. In a sense, there is no more occasion for an 
increase in the stock of gold than there is for an increase in the 
number of freight cars when the stock is already fairly adequate 
for the goods to be carried. The supply of money in any com- 
munity at a given moment is adjusted to the demand arising under 
existing conditions of production, monetary customs, and the state 
of credit. A supply of money, either of gold or paper, which is 
in excess of normal demand, under the existing state of the 
market, may result in the expulsion of the surplus money, if it 
is gold ; in stimulating credit unduly ; or in depressing the exchange 
value of the money, especially if it consists of paper, which is non- 
exportable. 

Running through most of the theories which would discard 
gold as money and which attack the gold money system as creating 
a monopoly in favour of the owners of gold is, curiously enough, 
an exaggeration of the importance of money. Thus Kitson, an 
American author who has taken up the cudgels of Owen and 
Proudhon, declares’: “Commerce is, in fact, constantly ground 
between two millstones, the upper being the law compelling 
settlements of debts in legal tender, and the lower the law which 
restricts this tender to a particular commodity or certain quantity 
wholly insignificant in amount to meet the necessities of business.” 

The fallacy which inheres in this form of criticism is the 
exaltation of money to the place which belongs to free capital. 
No one who has a commodity for which there is a demand is 
unable to turn it into money at some price. If more of other 
articles than formerly is demanded in exchange for a given amount 

1 The Money Problem, London, 1903, p. 217. 
No. 97.—VoL. XXv. D 
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of gold, it is because the supply of those articles has become 
excessive in relation to effective demand. It would hardly be 
contended, even by Owen, Proudhon, or Kitson, that the shoemaker 
should give up shoes for wheat at a fixed rate, when he did not 
want the wheat. The substance of their contention is that he 
should give up the shoes for a certificate of general purchasing 
power. This is exactly what he gives them up for under the 
existing gold credit system, except that the certificate which he 
gets under this system is protected by a guarantee fund in gold 
against distrust of its permanent exchangeability for value. In a 
country with a gold currency, exchanges go on in normal times 
by the swapping of certificates of purchasing power in the form 
of checks, drafts, and promissory notes, just as freely and effec- 
tively as under the system of Owen or Kitson. If the time arrives 
when gold is husbanded by the banks, it is not primarily because 
of anything which has happened to gold or because there is any 
disposition to monopolise gold; it is because the supply of free 
capital has become reduced in relation to the demand for it. And 
this would as infallibly happen under a system of paper money as 
under the gold credit system. The real difficulty against which 
these critics are tilting their lances is the insufficiency of the 
capital produced by human labour to meet all demands upon it, 
or the misapplication of the capital actually produced. The gold 
stock is watched by international bankers, not because they prize 
gold, but because a certain ratio of gold to credit is the evidence 
that credit has not been expanded beyond its:proper proportion 
to free capital. To annul these tests and substitute paper money 
would at most only postpone the day of reckoning and make it 
more disastrous; for the issue of paper will not create capital, 
and will draw it out of individual hands only to a degree which 
has very narrow limitations. 

Incidental defects in currency systems, which prevent the free 
transmutation of forms of liquid credit into bank-notes, within 
the limits of safety and public convenience, have in certain cases 
imposed unwarranted fetters upon borrowers and upon the dis- 
tribution of products. This was the case when Kitson wrote, 
under the operation of the national banking law of the United 
States, which compelled a bank to purchase United States bonds 
in order to be able to convert even the best types of credit into 
the currency form. Defects like this in currency systems, how- 
ever, are cured by experience, or even by the substitution of other 
credit forms for those the use of which is unduly hampered. When 
Kitson asks, ‘‘Why should freedom to monetise gold be given 
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and the same right denied to other commodities?” ! the answer 
is simple. It is, that through the mechanism of banking credit, 
all other commodities are monetised, up to the limit of money 
value which can safely be ascribed to them. Under the existing 
gold credit system, there is realised what this author contends 
would come about only under his system: “With freedom to 
monetise all commodities alike, the monopolisation of money 
would be as impossible as the monopolisation of all commodities.” ° 

The elaborate organisation of modern credit has been the 
growth of experience. It now affords the means of mobilising 
nearly every form of property so far as it can be done without 
financial disaster. Improvements in the system have been made 
from time to time, and will continue to be made. ‘They rest to 
a large degree upon the principle which Owen and Proudhon 
advocated,—that the exchange of products and services is essen- 
tially barter. But it is important that when the ratio of value 
of some commodities towards others is disturbed, and when certain 
commodities cease by an excessive ratio of production to be accept- 
able at their old values, there should be an article like gold, which 
no one will refuse in settlement of an obligation because it is of 
practically universal exchangeability and acceptability. 

CHARLES A. CONANT 


1 The Money Problem, p. 222. 2 Ibid, p. 226. 
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THE purport of these pages is to report the progress in mathe- 
matical economics which may have been made since last a con- 
tribution to the subject was noticed in the Economic JOURNAL, 
namely, June, 1913. We do not define the limits of the subject 
strictly. “To clear up the relations of fundamental economic 
conceptions”’—in the words applied by one of our authors to the 
work of Cournot and his successors—is no doubt the principal 
achievement, but we are not prepared to say that it is the only 
hopeful employment, of mathematical economics. We do not 
with M. Antonelli, restrict the subject to what he and other of 
our authors describe as the general theory of economic equili- 
brium. We rather follow M. Zawadski, who indeed makes that 
general theory his main object, yet adds a chapter on “tentative 
applications of mathematical economics outside the general theory 
of equilibrium.” So we in our first and main section will confine 
ourselves to the commonly recognised territory, the domain proper, 
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of our science; but in a supplementary second section we shall 
examine the zone of influence extending beyond that territory. 


Section I. 


The subject of this section may be broken up—anatomically 
so to speak and for the purpose of demonstration, though not in 
life and fact—into three parts. Firstly, we shall consider the 
pure theory of exchange, making abstraction of the concrete fact 
that most things exchanged have been produced. Secondly, we 
shall introduce the circumstance of production and observe what 
progress has been made in what has been called the Mechanics of 
Industry. Corresponding to the réle of Energy in the theory of 
Mechanics is the predominance of utility or satisfaction in mathe- 
matical economics. The conception is indeed immanent in all our 
reasonings; but it may be artificially isolated for special con- 
sideration in a third sub-section. 

(1) Theory of Exchange.—This part of the subject has received 
special attention from three of our authors. Their predilection 
and success may be traced to the influence of the economist who 
first stated the theory of exchange in all its generality, Léon 
Walras. M. Antonelli’s work, indeed, may be regarded as an 
abridgment of Walras’ Eléments d’économie pure; a task which 
the illustrious author himself had commenced. This work of a 
disciple is valuable as a clear and simple exposition of the founder’s 
doctrine. M. Osorio’s treatise is based not only on the work 
of Walras, but also on that of his distinguished successor, Pro- 
fessor Pareto. The treatise is, we may be sure, a most valuable 
addition to the economic literature of Portugal. The translation 
into French has to encounter the formidable rivalry of the original 
writers. To what extent the free adaptations of their theories 
are to be considered improvements will depend partly on the 
concurrence of the reader with M. Osorio in attributing 
“extreme concision” to ‘“Walras’ and Pareto’s deductions.” 
M. Zawadski also is deeply imbued with the doctrines of 
those original writers. But he is not bound to swear to the 
words of any master. He views the school of Lausanne in just 
relation to other schools, of which he has taken a comprehensive 
survey. 

In his statement of the problem M. Zawadski makes an 
assumption about the data which we regard as important. For 
the purpose of the abstract theory—which “affords an approximate 
image of the real phenomenon”—we should think of “dealers 
who often meet having each at his disposal [porteurs de] about 
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the same quantity of goods” (p. 200). Again, ‘“‘the economic 
tendencies imaged by the abstract theory are the more decided 
(plus prononcées) the more the phenomena are regular, continually 
repeated under analogous conditions” (p. 201). And again, with 
special reference to production: “Only transactions frequently 
repeated under analogous circumstances can present a certain 
character of regularity, so it is only to these that our theory is 
in general applicable” (p. 215).? 

M. Zawadski is also happy in his view of the function of 
money, or, in Walras’ more general terminology, numéraire, in a 
theoretical market. He starts with the assumption that one out 
of m commodities plays the part of money, and so in a perfect 
market there are (m-1) prices; but he does not regard this 
proposition as axiomatic, rather as deducible (by way of 
“arbitrage”’) from a greater number, conceivably m(m — 1), rates- 
of-exchange bétween different commodities (p. 184, p. 124). We 
may add that even the existence of a uniform rate-of-exchange 
between any two commodities is perhaps not so much axiomatic 
as deducible from the process of competition in a perfect market 
(X. 85).? 

However this may be, we incur no serious loss of generality 
in postulating that one out of the m commodities acts the part 
of numéraire. If there are n individuals each buying or selling 
any number of the m commodities, it is beautifully shown that 
to determine the state of equilibrium there are given as many 
equations as there are unknown quantities, namely, the (m- 1) 
prices and the amounts of each commodity (including the money) 
acquired positively or negatively, so to speak, by each of the 
n individuals—mn (in addition to the said m-1) quantities—on 
the ideal supposition of each individual dealing in all the com- 
modities. Here, as throughout his work, M. Zawadski appears 
to us to present the cream of Walras’ and Pareto’s theories. 

He justly claims for Walras priority with respect to the general 
theory of exchange. But he appears to us to do less than justice 
to the doyen of English economists when he suggests that the 
interdependence of economic quantities is not recognised in the 


1 The idea has thus been expressed (VII. 193, see below, p. 62) in relation 
to the labour-market: ‘‘On the first day a set of hirings are made which prove not 
to be in accordance with the dispositions of the parties. These contracts termina- 
ting with the day, the parties encounter each other the following day, with 
dispositions the same as on the first day—like combatants armis animisque refecti— 
in all respects as they were at the beginning of the first encounter, except that they 
have obtained by experience the knowledge that the system of bargains entered into 
on the first occasion does not fit the real dispositions of the parties.” 

2 The references of this form relate to the list of writings given below at p. 62. 








1915] RECENT CONTRIBUTIONS TO MATHEMATICAL ECONOMICS 39 


Principles of Economics (Zawadski, p. 307). Surely Dr. Marshall 
has adequately presented this great truth in passages relating to 
“joint demand” and “composite demand,” to “joint supply” and 
“composite supply’; for instance, in Note XXI. of his Mathe- 
matical Appendix. There Dr. Marshall affirms that cardinal 
principle which is the main outcome of Walras’ teaching : “ How- 
ever complex the problem may become, we can see that it is 
theoretically determinate, because the number of unknowns is 
exactly equal to the number of equations which we attain.” 
In the text to which that note refers and in many other passages? 
Dr. Marshall reaffirms the interdependence in question. He is 
quite aware that a demand-curve representing the connection 
between two economic quantities—in particular price and the 
amount demanded—may become less serviceable than usual— 
may, for instance, ascend with a rise of price—when the com- 
modity demanded is related in a certain peculiar and exceptional 
way to some other commodity.? But he is also aware that “there 
are very few practical problems in which the corrections to be 
made under this head would be of any practical importance.” 
He does not think it necessary to repeat continually that “the 
neglected elements would generally belong to the second order 
of quantities.” In short, he appears to have assigned to the 
doctrine just the amount of space which is due to it in a treatise 
not primarily concerned with mathematical abstractions. 

The sin of omission is with more plausibility imputed to 
professedly mathematical writers. In M. Zawadski’s otherwise 
too flattering notice of some articles dealing with Monopoly which 
have appeared in this JoURNAL there is made—by implication and 
cross-reference—an objection apparently identical with that to 
which we have alluded. The “superiority of Pareto’s solution” 
(p. 203) over Cournot’s is affirmed on grounds apparently common 
to Cournot’s Recherches and the Articles in question. With 
respect to Cournot’s equation for the determination of price in 
a régime of monopoly® it is objected: “It is not this equation 
by itself which determines the price of the commodity by itself, 
but it is this equation simultaneously with all the others pertain- 
ing to the system which determines all the prices and all the 
quantities exchanged” (p. 303). “The demand [‘ débit’] for a 
commodity is a function not simply of its price, but also of the 


1 See, in particular, Principles of Economics, edition VI. pp. 100, 105, 130, 132. 
2 See below, p. 45. 


3 “leaflet =0, in M. Zawadski’s notation. 
Py 
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quantities bought and the prices of the other products. These 
latter cannot be considered constant, theoretically at least, when 
the corresponding magnitudes relative to the first commodity are 
varied” (p. 58 note; compare p. 60 note). The dilemma stated 
with respect to the use of plane curves appears, therefore, to 
be applicable here. Either ‘“‘the other economic quantities exercise 
no influence on the quantities offered or demanded [of the quantity 
under consideration]”; or “the other quantities are constant” 
(p. 299). We are not concerned to defend Cournot—‘“ Deorum 
injurie Diis cure” ; but we demur to the description as applicable 
to the articles in the Economic Journau. In the first of them 
(IV. 56, 234) the transactions contemplated are thus typified : 
“Suppose three islands, A, B, C, engaged in this sort of inter- 
national trade. A imports from B goods for the manufacture of 
which B has to import materials from C.” The consumers in A, 
forming a monopoly, dictate the price of the goods which, regard 
being had to the quantity of imports forthcoming at each price, 
affords the greatest advantage to the monopolist purchaser. It 
is not assumed that the other economic magnitudes, such as the 
price and quantity of the materials imported from C, have no 
influence on the price of the product exported from B, nor that 
they remain constant.' On the contrary, attention is directed to 
the influence of the other quantities. In short, the dilemma is 
escaped by the process which M. Zawadski describes as the “third 
eventuality” (loc. cit. note); the relation between the price and 
the offer is determined by the elimination of the “other quantities.” 
The example is no doubt a particular case. The monopolist is a 
buyer ; and the total quantity of the factors of production is for a 
purpose in hand supposed constant. Complications of demand 
and supply are expressly abstracted; “correlation of supply or 
demand not being now supposed” (V. 234). That complication 
is, however, mentioned in the immediate context ; and elsewhere 
in the series of papers referred to has been frequently, in the view 
of some inordinately, recognised. Altogether the example of the 
principle on which monopoly price is determined may be taken 
as fairly representative. 

We do not expect that our author will press his objections to 
the “third eventuality ””—the elimination of the economic quan- 
tities other than the one which is immediately under the control 

1 See (VI) referred to in the Economic JournaL(V). The monopolist purchaser 
there considered (p. 19) ‘‘ will go on varying p,”’ [the price of the article purchased 
corresponding to M. Zawadski’s p,] directly, and indirectly p, [the price of the factor 


of production, one of M. Zawadski’s “ other economic quantities’’] by means of an 
equation which might be used for eliminating p,. 
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of the economist—when it is explained that the process is virtually 
equivalent to “Pareto’s Solution” (Zawadski, p. 202, last par. ; 
p. 220, last par.) ; abridged, it may be, for the purposes of practice 
or exposition. We do not suppose that there is any substantial 
difference between our author’s position and our own. We quite 
agree with him in holding that when complicated eliminations of 
“other economic quantities” are necessary, ‘the process would 
leave us in the most complete ignorance of even the elementary 
properties [such as, we presume, the descending character of the 
demand curve] of the resulting functions” (loc. cit., p. 300). 
We notice with complete approval his tacit postulate that some- 
thing more than theoretical determinateness, “certain additional 
properties of the functions,” as he elsewhere says (p. 165), may 
reasonably be looked for. In this connection he has some very 
wise observations, which we have not space to transcribe, on the 
possibilities and limits of mathematical economics (loc. cit. and 
p. 187). We gather that it is not the only, though a principal, 
use of this study to show that there exists a determinate solution 
of the problems, the equations being neither more nor less in 
number than the unknowns. Even with reference to the “general 
theory of equilibrium,” even in the limited and recognised sphere 
to which our first section is restricted, some additional propositions 
may be expected, some laws of contract (1. 146) which might 
be available in practice if we only had corresponding minor 
premisses. Such hypothetical applications are presented by 
M. Zawadski in his section on the laws of individual demand and 
offer (pp. 180-187), and by Mr. Johnson in his article on Utiltty- 
curves. We shall endeavour to present some salient features of 
these theories, without attempting to make an abstract of writings 
which hardly admit of compression—one of them being ade- 
quately, and the other exceedingly concise. Comments and 
corollaries, more than copies, will be offered. 

We may begin by recalling the construction which Dr. 
Marshall employed many years ago to illustrate the theory of 
international trade.! Let the amount of goods imported by a 
country (such as the “cloth” of Mill’s example) be X, and let 
the equivalent amount of exports (such as “linen”) be Y. A 
point (X, Y) represents an international exchange ; the inclination 
(to one of the axes) of the line joining the point to the origin 


1 In the papers put under contribution by Pantaleoni in his Principti di 
Economia Pura. They may be seen, as we are informed by the learned M. Zawadski, 
in the Goldsmiths’ Library at the University of London. The construction is repro- 
duced and discussed in the Economic Journau (IX. (b). Cp. VIII. 70). 
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represents the rate of exchange between exports and imports. 
The Demand-and-Supply Curve pertaining to a country is the 
locus of points at which trade may be in equilibrium. Subsequent 
writers have applied the construction to exchange in general ; and 
in particular to the case now under consideration, exchange 
without reference to production. It has been shown that the 
Demand-and-Supply Curve may be regarded as the locus of points 
at which a straight line passing through the origin touches an 
indifference-curve ; that curve being the locus of points represent- 
ing bargains between which there is nothing to choose. To fix 
the ideas we might suppose the indifference-curves to consist of 
concentric circles with centre C’ in Fig. 1. The person to whom 
the construction relates—conceivably a typical individual—desires 








Fie. 1. 


always (or at least for all the cases which our construction is 
apt to represent, say the space bounded by the axes through O 
and, on the right, by a perpendicular through C’) to pass from 
any point at which he may be placed to another on an indifference- 
curve nearer the centre. But he has no interest in the change 
of terms represented by movement from one point to another on 
the same indifference-curve. The curves thus defined are also 
and will here usually be called “utility-curves.” 

Now let X be an addition to an initial quantity xo, and likewise 
Y be subtracted from yo; Z and yo being positive quantities 
measured from an origin below and left of O, say the left corner 
at the bottom of the page. Let x (measured from that 
origin) =%+X; y=yo- Y. Then in order to represent in terms 
of x and y the series of bargains which have been above described, 
it is proper to substitute for any point at a distance Y above the 
horizontal through O a point at the same distance below that 
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horizontal (the horizontal distance from O, viz., X, remaining 
unchanged). Thus the utility-curves in the transferred construc- 
tion will consist of concentric circles about a centre C’ (above the 
horizontal through 0). 

The convexity (towards the axes) of the utility-curves which 
are thus presented is not accidental ; it is an important essential 
property. It follows from the axiomatic, or at least commonly ex- 
perienced, circumstance that an individual possessing 2 of one 
commodity and yo of another will in general find it his interest to 
give some of one commodity in exchange for some of the other ; and 
that if there is fixed rate of exchange between the commodities there 
will be a point x, y at which it will just cease to be to his interest 
to exchange at this rate. Accordingly at that point, as shown in 
the figure, the utility-curve must be convex to the line representing 
the rate of exchange—the “ price-line” in Mr. Johnson’s phrase— 
and accordingly, as the line descends from left to right, convex 
to the axes. In the figure the transaction represented is the giving 
some of commodity (y) in exchange for some of commodity (a).! 
But if the initial amounts are represented by some point on the 
same price-line below O, say o, p would still be that point at 
which the individual would cease to do business at the assigned 
rate. 

The analytic condition that the utility-curve should be convex 
brings into view a nice distinction, of which Mr. Johnson makes 
much use. In discussing his theories we would gladly imitate the 
parsimony of symbols practised by another of our authors. We 
should like to draw the line at partial differential coefficients. But 
unfortunately the reasoning turns mainly on the conceptions con- 
noted by those coefficients. To avoid the use of the appropriate 
symbols would be open to the criticism which Todhunter has 
passed on that section of Laplace’s introduction to his Theory of 
Probabilities in which, for the benefit of the general reader, the 
operations of the higher mathematics are expressed in ordinary 
language. Todhunter describes the section as ‘‘a complete waste 
of space.” “It would not be intelligible to a reader unless he 
were able to master the mathematical theory delivered in its 
appropriate symbolical language, and in that case the section 
would be entirely superfluous.” * We can only practise temperance, 
not abstinence, in the matter of symbols. 

Let f (x, y) (=u) =constant be the equation to a utility curve. 


1 The genus, as distinguished from a quantity of a commodity, is expressed by 
the use of brackets. 

* More exactly finite differences—differences not always small absolutely or 
relatively to the variable (e.g. 2) to which the difference (Ax) relates (XI. 565). 
3 History of Probabilities, p. 497. 
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The slope of the tangent at any point z, y on the curve is 
1 

(<) KZ ; where the bracketed differential coefficients are 
partial. ‘Che condition that the curve should be convex (to the 
axes) at the point (z, y) is that the (complete) differential co- 
efficient of this expression for the slope, which we may call ft, 
should be positive. This condition may be written a6,+b@.<o’, 
where a and b are positive quantities, 0, and 6: are made up of 
partial differential coefficients derived from the utility-function, w. 
In order that the inequation should be satisfied, one or other of 
two alternatives must hold good; we must have either (a) both 
6, and 62 negative, or (8) one of them only negative, while the 
other is positive (the limiting case in which one of them is zero 
being neglected). The first alternative (a) is properly described 
by Mr. Johnson as the “standard case”; the second (8), the 
exceptional alternative, is shown by him to have some important 
properties. 

His theory relates principally to the case of three variables, 
two commodities and money. But we may introduce the subject 
without considering more than two variables. Let x be the 
quantity of a certain kind of commodity that is purchased at the 
price & Let z be the purchase-money taken from an initial store 
of money ; so that after the purchase our man has p - 2, say Z, 
money to expend in other ways. Now if the utility of commodities 
other than (x) is entirely independent of the quantity of (@) con- 
sumed, we may consider the total utility realised, say u, as the 
sum of two terms, say f(z)+ F(Z). This total is to be maximised 
subject to the condition that z+Z = w(a constant). In other 
words there is to be maximised u- m[x&+Z-jp]; where m is 
the undetermined coefficient proper to problems of relative maxi- 
mum, the expression within the square brackets being equated 
to zero. We have, then, to determine the three quantities 7, Z, 
and m, the three equations 

a) F = mg; = m; 8) ab+Z=m 


1 Brackets outside partial differential coefficients will be sometimes omitted 
where no doubt can arise. A sloping line is used to denote division. 


= ()8)-@)(S) OEE) 
1 \dy] \da?) \dx}\dxdy)’ ? ~ \ dx} \dy? (a dxdy }’ 
a=1 KG): v=(%)/ (i): From the essential properties of a utility 


function it is evident that a and b are both positive. 
It may be noted that in Zawadski’s (Pareto’s) notation (p. 171), dypzz:—bzPry = 9 ; 


P2Pyy — PyPyx = 9%. Mr. Johnson’s hd nl differ only by positive factors respectively 
2 


from our @, and @,,. 
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Accordingly, if the data are changed, in particular if the price & 
is raised, we are in a position to determine how the variables x 
and Z will be affected thereby. If we consider only a small change 
of £ we may obtain (differentiating each of the equations by & ) three 
equations for the three differential coefficients = it and 
whence it is deducible that with the increase of & x must decrease, 
2 may increase or decrease. 

This familiar proposition is introduced here only as a stepping- 
stone to the less simple case in which the expenditure on x and 
of Z are not independent of each other, some of the commodities 
on which Z is to be expended being correlated’ to, and in par- 
ticular competitive, with z. On this supposition it will be proper 
to put for u, f (x, Z)?; and to then proceed as in the simple lemma. 
We have now three equations for the three differential coefficients 
of u with respect to &° 

Eliminating two of the variables, we obtain for ie the 
increase of & corresponding to an increase of its price, an expres- 
sion of the form -a+b6:; where a and b are positive quantities 
(not the same as those lately employed) and 62 is the quantity 
above defined (Z now being substituted for the commodity y), 
which is generally negative, but occasionally positive. In the 
latter case the quantity purchased, x, may increase with the rise 
of price. In that case it is evident from equation (3) that Z musi 
decrease. 

This reasoning may easily be turned so as to treat explicitly of 
two commodities ; supposing that the whole available income‘ to 
be expended on two® commodities. We have only to suppose 
that Z now represents the amount of a second commodity of which 


1 The term “correlated” being used for the genus comprising complementary 
and competitive (IV. 55). 

2 «¢ f” as here used to denote a function involving money as one of its variables 
is not quite on a par with the ‘‘f” in the context which denotes a function of 
commodities used—a utility function. The former kind of function is to be con- 
ceived as obtainable from the latter kind (by proper eliminations), 


3 af \ dx af dZ dm 
1 —_ — —ae age —— <= xz aS 
( ) (Fa ) a aa *4."* * "ae 
(2) af dx af dZ _ dm _ ,¢f. 
dadZ dg ~ dZ?de dg dz?’ 
dz dZ 1, 
(3) te + = -% 


4 Mr. Johnson’s » denotes presumably the whole available income (not a part 
arbitrarily earmarked to expenditure in two commodities) ; otherwise the change in 


the marginal utility of money as measured by = would not be significant. 


m 
5 More coneretely two kinds of commodities. 
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the price is unity (as may be supposed without serious loss of 
generality). 

The reasoning may be extended to three variables if we put 
u=F(x,y)+f(Z) where x and y are the amounts of two com- 
modities which are purchased for the sum of money z at the 
prices & and 7, and Z+z=constant, the maximum of wu being 
thus relative to the condition x&+yn+Z=constant. We leave 
it to the reader to deduce conclusions similar and additional to 
those which we have enounced with respect to two dimensions. 
For the general analysis, which we have adapted to some sim- 
plified cases, the reader is referred to Professor Pareto’s Manuel, 
or to M. Zawadski’s abridged, but lucid, exposition (p. 180 et seq.) 

Some interesting results in pari materia are obtained by Mr. 
Johnson with the aid of analytic geometry. To introduce his theories 
let us extend to three dimensions the construction in two dimen- 
sions above described. Let us now suppose a system of utility- 
surfaces; such as concentric spheres with centre in the positive 
quadrant bounded by the planes zy, xz, yz. The construction is 
suited to represent two commodities of kinds (x) and (y) purchased 
in quantities « and y for the sum of money z; it being understood 
that z is a variable conditioned by equations like those written in 
the last paragraph. If the prices of (x) and (y), € and 7 respec- 
tively, are given, the amounts demanded and offered, the value 
of the variables z, y, z are determined. The system of values 
L,Y, 2 is represented by the point at which one of the utility- 
spheres is touched by the price-plane, as we may say. This is 
a plane passing through the origin (0) and the two lines in the 
planes (xz), (yz) respectively corresponding to the given prices, 
the lines of which the equations are z=a%£&, z=yy. As in the 
case of two dimensions, the system of quantities z, y, and & 
(quantity of commodity purchased, purchase money and price) 
becomes determinate when any one of them is given, or more 
generally any one equation connecting them; so in the case of 
three dimensions the system of quantities x, y, &, » becomes deter- 
minate when any two of them, or any two equations connecting 
them, are given. As in the case of two dimensions when not 
one variable or equation is given, we can construct a curve, the 
demand-and-supply curve, connecting one of the variables with 
another or with a function of the two others (x with y, or with 
y/x—the rate of exchange = say tan6'—); so in the case of 
three dimensions when one and only one variable, or equation 
connecting the variables, is given we can construct a curve in 


1 Or, using polar co-ordinates, we may connect 6 with p (= ,/x*+y?). 
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three dimensions representing the course of the three quantities 
xz, y, 2 as one of the other quantities, in particular one of the 
prices, is varied. The projection of that curve on the plane (zy) 
exhibits the change in the values of x and y consequent upon a 
change of one of the prices. 

Mr. Johnson has employed that plane curve to contemplate 
the variation of x and y.in two or three instances which lend 
themselves particularly well to analytical geometry. Thus, sup- 
pose the one equation given to be this: that the ratio between 
the prices, € and7, is constant. For example, we may suppose 
a general rise or fall of prices not materially altering the relation 
between the prices of the different commodities; while incomes 
remain constant. To determine how a certain individual (or 
a particular class of individuals) will respond to such a change, 
we may write as the equation of the demand-and-supply curve in 
the plane of (x,y), in our notation, t=constant.' Accordingly, 
for the slope of this curve we have - (#)/ =) Therefore in 

daz/' \dn 
general (a) the slope is positive, the values of x and y both 
decrease when the prices rise (both increase when the prices fall). 
But in the exceptional case (8) when one of the @s is positive 
more of one commodity and less of another will be demanded. 

The construction may also be applied to the following problem. 
Suppose that the amount of money at the disposal of the in- 
dividual, the total which we have called p, is increased (or 
diminished), the utility-function remaining in other respects un- 
altered. What will be the effect on the quantities purchased, x 
and y; the prices & and 7 now both remaining constant? As 
before, it may be shown that in general both purchases will be 
augmented; but in the exceptional case when one of the @s, 
é.g., 6, (in our notation), is positive, the case of “a urgent” in 
Mr. Johnson’s terminology, much more of x but less of y will be 
purchased. 

Another example of a demand-curve with similar paradoxical 
properties is presented when—following Mr. Johnson—we take 
for the one equation, which, as above explained, is presupposed 
by a demand-curve, z/ (in our notation), that is the ratio between 
the amount of money expended on @ and y and the price of (y) 
purchased, = constant. 

“What is the value of such a conclusion?” asks M. Zawadski 
(p. 186), with reference to his own demonstration that a fall of 
price may be attended with a diminution in the amount pur- 

1 Above, p. 44. 
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chased. “Does the case really occur, otherwise than by way of 


exception?” We can’only answer, with Dr. Marshall,’ “Such 
cases are rare; when they are met with each must be treated on 


its own merits.” A good preparation for that requisite treatment 
appears to be afforded by the exercises in abstract reasoning 
provided by Professor Pareto and Mr. Johnson. We shall return 
to the subject under our third head. Under the present head 
we shall only add some observations on certain leading economic 
conceptions which Mr. Johnson has employed successfully. 

In the construction for the representation of exchange between 
two commodities the plan of measuring the amout of one given 
in exchange downwards* (negatively) has certain advantages. 
It enables the indifference- or utility-curves from which the 
demand-curves are derivable to be expressed more simply ; utility 
being treated as a function of the quantities consumed. The 
utility-curve does not now vary with variations in the conditions 
of the market, such as the amounts of each commodity in the 
hands of the dealer at the opening of the market. There is avoided 
a certain unreal heterogeneity imparted to the indifference-curve 
when the amount given is measured positively. When thus repre- 
sented, the curves necessarily appear to belong to two distinct 
types, whereas conceivably the law of utility might be identical 
for buyers and sellers. In order that exchange should take place 
it is only necessary that the distribution at the opening of the 
market should be different. Thus in Fig. 1, if the point O 
represented the position of half the market, say 4n dealers, and 
the point o the position of the other $n dealers, all having identical 
laws of utility, there would be an exchange characterised by the 
point p, supposing that Op=po. If the initial distribution were 
different there would still be (in general) exchange; though it 
might happen that some who had been buyers under the first 
conditions would become sellers under the second.* 

This praise is not to be understood as disparagement of the 
older constructions for the representation of exchange between the 
two kinds of commodity. No doubt the last-mentioned advantage 
on the side of the newer representation is considerable, at least 
when we leave international trade proper, to which Dr. Marshall’s 
curves were originally adapted, and apply them to exchange in 
general. The advantage, however, may be partly secured by sup- 


1 Principles of Economics, Book III. Ch. VI. § 4, p. 182, 6th edition. 

2 Above, p. 42. 

3 The construction proposed by Mr. Wicksteed in the Economic Journat for 
September, 1913, seems designed to secure this sort of advantage. 
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posing two groups between which there is a certain mobility, so 
that the numbers on each side of the market may vary according to 
circumstances.! The intersection of the two demand-and-supply 
curves pertaining respectively to buyers and sellers is particularly 
well calculated to bring out the principal outcome of mathematical 
theory, the determinateness of economic equilibrium. The con- 
structions mentioned in the last paragraph are not so well suited 
for this purpose. The case there put, in which half the market 
would be massed at one point, is: quite imaginary. Usually the 
initial positions of the dealers would correspond to points scattered 
over the plane. The geometrical representation of this system 
would have little advantage over algebraic analysis—such as that 
which is given by M. Zawadski, after Walras and Professor 
Pareto—when reduced so as to apply to two commodities. 

Mr. Johnson does not claim superiority for his construction as 
a representation of exchange between two commodities. It is the 
case of three articles, one of them being money, which he has 
specially illuminated. His work appears to us to be in respect 
of mathematical technique a unique contribution to the subject. 
In a remarkable degree geometrical elegance is coincident with 
economic importance. 

Mr. Johnson has thrown additional light on the peculiar case 
which we have called B?; a case to which Professor Pareto had 
already called attention.? Mr. Johnson proposes to define 
“competitive” as distinguished from ‘‘complementary” com- 
modities by the characteristic of class 8; from which it follows 
that “in the former case changes along the demand-curves [of 
the kind described above involve an opposite variation in 
x and z [our y], in the latter the two increase or decrease 
together” (Johnson, p. 496). This subtle distinction is now to 
be compared with the simpler definition which was proposed some 
years ago (V., 21), and appears to be accepted by M. Zawadski 
(p. 173). According to this definition, two commodities of the 
kinds (x) and (y) are, for the quantities x and y, complementary 
or competitive according as the partial differential coefficient * 
which represents the increase in the marginal utility of ons 
commodity consequent on the gratuitous acquisition of an 
increment (or small unit) of the other commodity is positive or 


1 Cp. (X. 88). 

2 Above, p. 44. 

3 Manuel, p. 5738. Cp. Zawadski, p. 170. 

4 See note to p. 43. It often depends on the magnitude of the differences 
(Av, Ay) under consideration whether a case is to be classed as Joint Production 
or not (XIII., 565). 
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x 
observed that the class complementary as thus defined is entirely 
included within the larger class which Mr. Johnson denotes by 


2 


that term. For when ay is positive both 6, and @ are negative. 


negative ; in symbols, according as iat > or <o. It will be 


Mr. Johnson’s class complementary also includes a part of our 
class competitive; the greater part, indeed, since 8 is admitted 
to be an exceptional phenomenon. Which of these two definitions 
is preferable? 

In favour of the older definition it may be urged that a 
distinction so fundamental should not be made to depend upon the 
incidents of a comparatively advanced régime, such as the dis- 
tribution of money among different purchases, or even the more 
elementary distribution of doses of labour among different 
kinds of production. The distinction should be more intrinsic ; 
one which Robinson Crusoe might have drawn between articles 
found by him on the derelict ship. Among such, for example, 
were barrels of powder, “fowling-pieces,” and pistols. The first 
two commodities were complementary in our sense, since by the 
acquisition of the one the other became more useful. But the 
relation between guns and pistols was different; for the more 
of one article that was acquired, the less the other would be a 
desideratum. Might not these relations be usefully predicated, 
although the Johnsonian criterion would not be available? Or, 
again, consider the rice and barley to the cultivation of which 
Robinson Crusoe directed his primitive agricultural labours. Might 
he not decide whether one food went well with the other or the 
reverse, without waiting to observe whether, in case he obtained 
command over a greater quantity of labour (say through the 
accession of Friday), he would require (for his own consumption) 
more of both commodities, or much more of one and less of 
another ? 

On the other hand, as most of us live under a monetary régime, 
a definition relating thereto may well be useful. Propositions 
relating to money form a large part of economic theory. But of 
that part a large proportion does not admit of the distinction on 
which Mr. Johnson dwells. For the possibility, or at least 
the significance, of class 8 presupposes variability in the marginal 
utility of money.’ But very generally, with reference to internal 
trade at least, the marginal utility of money may be treated as 

1 If m is constant, it is clear that when yu (the outlay in money) is increased 


prices being constant) all that will happen is that more, both of « and of y will be 
purchased. 





Ww 
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constant.’ It is, therefore, not surprising that many of the deduc- 
tions, which have been made respecting commodities correlated 
in the way of demand, presuppose constancy in the value of 
money (VI., 21) and employ only the older definition (V., cp. 
note 4, p. 61 below). In international trade, indeed, the value of 
money is normally variable. Probably with respect to some 
difficult problems in international values, the new conceptions, 
if not the new terminology, may be particularly appropriate. 

We shall have more to say about this matter under the head 
of Production. We may also postpone some further points relating 
to the exchange of consumable commodities until we have con- 
sidered Production—a subject closely connected in Mr. Johnson’s 
treatment with Consumption. 

Theory of Production.—The formule which have been obtained 
in relation to consumption may be transferred almost unaltered 
to production. As the consumer seeks to lay out any assigned 
sum of money so as to obtain a maximum of satisfaction, so the 
producer seeks to incur a minimum of cost in producing any 
assigned quantity of product. The mathematical expression of 
the conditions is almost identical; at least with reference to a 
single product, in the absence of joint production. Whether is it 
easier to say that 

f(a, y)- m[@& +yn- p] 
shall be a maximum, where p is an assigned outlay of money and 
the other symbols have the same signification as before ; or to say 


(wE-+yn)——-[fle,y)- 0]? 


shall be a minimum ; where now @ and y are quantities of factors- 
of-production—two doing duty as representative of any number— 
& and 7 are their prices, v is the quantity of a product connected 
by a “production-function” (in Mr. Johnson’s phrase) with x 
and y, 1/m’, like m, is the constant proper to a relative maximum 
(or minimum).’ 

1 Cp. Marshall, cited above, p. 39, note. M. Zawadski, indeed, complains that 
constancy in the marginal value of money is too freely postulated by economists. 

2 The form of the function f is, in general, to be determined by the Calculus of 
Variations. Or, what comes to the same, we may consider v as depending not only on 
the factors of production, x, y, etc., but also on certain adjustments defined by 
quantities which may be called ‘‘ gratuitous constants ” (XIII. 357) ; for instance, the 
time or place at which some operation is to be performed—within limits not affecting 
the total cost—might well be constants of the character. Say v=$(x, y; PD, 9) 


to each of the gratuitous constants p, q,... there corresponds an equation ap= 9 
by means of which equations the said constants may be eliminated. 

3 More exactly the quantity to be maximised is subjective, the utility obtained 
by the entrepreneur from profits less by the disutility attending production. 


(Cp. II. note h). 
E 2 
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The theorems which have been proved for utility-functions 
may be transferred by analogy to production-functions. In par- 
ticular the mathematical distinction between complementary and 
competitive goods should be the same, whether the goods are, 
in the terminology of the Austrian School, of the first or of a 
higher order. Here, then, we have a new argument against the 
suggested innovation in the definition of these terms. For, with 
reference to production, it is equally tenable that the terms should 
designate a difference which is intrinsic. We need not now go to 
Robinson Crusoe’s island for an illustration. Whenever an 
industry is integrated, in the sense that the factors of production 
and the product are manufactured by the same firm, it may be 
important to distinguish between the cases in which the increase 
of one factor increases the efficiency of another factor, or the 
reverse. But that distinction is expressed by the sign of the 
partial differential coefficient a rather than by the signs of 
expressions corresponding to the quantities which we have called 
6; and >. 


The constant m' (= in Mr. Johnson’s notation )is well described 


by him as the marginal efficiency of money. In fact, the incre- 
ment of the product effected by applying a (small) unit of money 
to increase any factor (¢.g., x) is measured by the price of the 
factor multiplied by m’; since (2) = mé&. For any assigned 
quantity of product v there are, when the prices £,7**‘are given, 
determinate values of z,y . . . , and accordingly a determinate 
value of u, the total expenditure, =x& + yn'**. We have thus 
f#@=x(v) where v is the product corresponding to Mr. Johnson’s 
“p” (p. 507); and x is a function corresponding to the “‘cost- 
curve ” defined elsewhere [ XIIT., 362, and context]. For the price 
of the commodity we may put the reciprocal of the marginal 
efficiency of money 1/m’ ; abstracting not only the circumstance 
that there is an interval of time between the outlay on the factors 
and the completion of the production, but also the distinction 
between prime and general expenses and other circumstances of 
high importance on any but the most abstract view of the subject. 
On this hypothesis the exchange value of the outlay (u) in terms 


of the commodity produced (v) would be Mae The excess of the 


product over the cost thus measured would be v - ne . 
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In applied mathematics (as Mr. Johnson reminds us, p. 503) 
we are often concerned not so much with the simple differential 
coefficient, the relation of two increments, say dv : du, as with the 
ratio between the relative changes dv/v : du/u; in short, with the 
elasticity . i The last written elasticity has a very important 
property. According as this elasticity, say ¢, is greater or less 
than unity, the ratio v/u increases or diminishes as p increases. 
But the increase or decrease of that ratio forms the criterion of 
increasing returns! in a common and very important sense of 
the term. Ife is less than unity industry cannot be in a state 
of equilibrium, in a régime of competition.’ 

It is pointed out by Mr. Johnson that, as production is in- 
creased with the increase of outlay, the “marginal efficiency ” of 
money changes, but does not necessarily increase or decrease 
(p. 510). In this connection. he investigates the condition that 
the production-function should be such as to afford a true minimum 
(of cost). He shows that as production—and therewith outlay— 
is increased the locus (in space of many dimensions generally) of 
the system of simultaneous values z,y . . . (in our notation) is 
“analogous to a line of price cutting across the equipotential 
surfaces” v=f(z,y .. . ) (p. 509). That family of surfaces are 
shown to be in all directions convex to the axes of (our) 7,y. .. . 
This last statement may seem inconsistent with the illustration 
of progressively increasing production which was given in the 
former Paper, to which reference has been made. There the 
cost attending the use of the factors was represented by a plane 
(XTII., 365). It must be remembered, however, that the analysis 
there offered—much less rigid than Mr. Johnson’s—refers 
specially to monopoly. In a régime of monopoly equilibrium may 
very well be reached, though the production-function has not the 
normal convexity. It should be added that the analysis in the 
context referred to is specially directed to the explanation of a 
particular incident, increasing returns. Mr. Johnson’s more 
general theory is adapted to wider applications. 


1 See (XIII. 354) et seq. 

2 See (XIII. p. 358); and cp. Johnson, p. 507. The difference between our 
statements and Mr. Johnson’s as to the elasticity « is explained by the fact that we, 
in accordance with the very abstract suppositions above (p. 52), ascribed to the 
Continental writers, suppose an entrepreneur producing such a relatively small part 
of the aggregate output as not to affect (through the action of increasing or 
diminishing returns) the price of the product. Mr. Johnson’s formule are doubtless 
appropriate to the practically more important case of long-period supply-curves 
(Cp. XIV. 6, par. 1, and note 1; VIII. 66, and context). 
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The analogy between consumption and production, between 
maximising utility and minimising cost, is calculated to elucidate 
one or other of the phenomena, whichever is the less clear and 
familiar. It is usually the more subjective of two compared 
phenomena which gains in clearness by the comparison. Yet the 
poets, those masters of allegory, occasionally illustrate things 
of sense by things of soul. A skylark is “like an unbodied joy.” 
The way of Phaeacian ships was “like a thought.” So 
those to whom the working of their own minds are more familiar 
than the ways of business men may be helped by the proposed 
analogy to understand the nature of entrepreneurs’ profits. They 
may be encouraged to question the paradox propounded by the 
school of Lausanne and repeated by M. Zawadski that “the 
entrepreneur qué [en tant qu’] entrepreneur makes neither gain 
nor loss.” Those who would uphold this tenet are, in virtue of 
the said analogy, placed under the heavy burden of having to 
prove that the consumer qué consumer obtains no pleasure. The 
consumer’s surplus of utility, in our notation f(z, y)- mp, is by 
common consent not equateable to zero. Why should we equate 
to zero the producer’s surplus of product (the total product minus 
the equivalent in product of the amount of money laid out, viz., 
f(x, y) - m'p?? We know no more about the function F than about 
the function f.2, Competition, it may be said, presses upon profits. 
But so it does upon utility ; the net advantages in different occupa- 
tions being reduced to a level by industrial competition (in Cairns’s 
phrase). That level may be low ; the remuneration of the average 
occupied person, measured in the pleasure that money can com- 
mand, may in fact be small. But that it is normally zero neither 
common sense nor economic theory compels us to believe. 

So far abstracting (among other concrete circumstances) the 
general expenses of a business; which it is interesting to note 
that Walras left out of account. If they are taken into account, 


1 That is upon the very abstract suppositions above specified (p. 52). With 
respect to most of the circumstances abstracted it may be observed that their great 
importance was first pointed out by Dr. Marshall. The type of industry formed by 
their abstraction is identical with the conception entertained in a paper to which 
M. Zawadski alludes (p. 205. Cp. Osorio, p. 28), a paper (II.) written before the 
appearance of the Principles of Economics. The deficiency there noticed (p. 688, 
and note h) in the then prevailing mathematical systems in relation to Industrial 
(as distinguished by Cairns from Commercial) competition has since then been 
remedied by Marshall’s ‘‘ Long-period” Supply-curve and Pigou’s Curve of marginal 
supply prices. 

2 It was perhaps the exigency of the theory in question which led a distinguished 
economist to maintain that the product was a homogeneous function of the factors 
of production (VII. 182), and has led other theorists to make by implication 
statements about the function which are only less preposterous because less distinct. 
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the argument becomes a fortiori. For why should not a substantial 
remuneration for the entrepreneur be included in the general 
expenses of the business? In fact, that is probably the meaning 
of the more moderate disciples, if not the leaders,’ of the School 
of Lausanne. If the paradox is only a figure of speech, “solvuntur 
risu tabula.” The entrepreneur is transformed, like the father 
of the Bourgeois Gentilhomme, who, it was discovered, had after 
all not been a shop-keeper. *Tis true he was a very good-natured 
and obliging man, and as he was:a connoisseur in drapery he 
used to get together goods of that sort and make presents of them 
to his friends—“ pour de |’argent.” 

M. Zawadski writes (p. 211): “L’entrepreneur réel apporte 
dans son entreprise des facultés et connaissances qui le distinguent 
des autres, son travail, son crédit, ses relations, etc.; |’entre- 
preneur idéal n’apporte rien de tout cela: il est absolument égal 
& tous les points de vue & ses collégues ou, plus exactement, pour 
tout ce qui le distingue, il n’est pas entrepreneur, mais fournisseur 
de services; il n’est que la personification de son entreprise.” 
We do not suppose that there is any material difference be- 
tween the meaning of these statements properly interpreted 
and our view of the matter. We regard the formule which are 
piously repeated by M. Zawadski as we do Mill’s dictum that 
“demand for commodities is not demand for labour,”? or any 
other of the paradoxical dogmas consecrated by the usage of the 
older English economists who, as Mr. and Mrs. Webb have 
remarked,* had “almost a genius for publishing what they did not 
mean to say.” We, too, conceive an ideal entrepreneur who makes 
nothing by way of monopoly, or rent-of-ability, or “konjunctur ”’— 
though our formula is well adapted to take account of those con- 
crete circumstances when they are present. ‘We may suppose 
that the entrepreneur’s remuneration is totally unmixed with rent, 
so that it is open to any worker to transform himself into an 
entrepreneur, the difference of remuneration [between the profits 
of an entrepreneur and the wages of common labour | compensat- 


1 Walras by not admitting general expenses has cut himself off from this 
explanation; and, as remarked on a former occasion (X. 92), the theory in 
question appears to be for Pareto more than a facon de parler. 

2 Of this dictum Dr. Marshall has said ‘it expresses his meaning badly” 
(Principles of Economics, note on the doctrine of the wages, ed. 4), and Sidgwick 
has said ‘‘ This proposition which has occasioned a good deal of polemical discussion 
is, I believe, perfectly true when properly explained .. . I think, however, it is 
all in form unsatisfactory. . . . I think most reflective readers of Mill find it 
puzzling after all the pains that he has taken to make it clear ” (Sidgwick, Political 
Economy, Book I. Chap. V. note). 

3 Industrial Democracy, Part III. Chap. I, 
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ing for the efforts and sacrifices attending the transformation.” ! 
There is thus a “supply-price,” in Dr. Marshall’s terminology, 
for the services of an entrepreneur, just as there is a supply-price 
of a workman’s service ; differing only in that the former is paid 
out of a surplus, the latter is commonly a marginal outlay. It 
is not quite clear to us how M. Zawadski would deal with the 
surplus which must arise? upon the supposition, which he at 
least entertains as sometimes appropriate, that the price of the 
product is equal to its marginal cost,’ in the absence of general 
expenses (p. 212). 

In this connection we should mention the coefficients of produc- 
tion formulated by Walras and adopted by his successors. Cer- 
tainly it seems a natural conception, and agreeable to the habits 
of the business man, to split up the price or the cost-of-production 
of a (unit of) product into a number of elements each formed 
by the price of a factor multiplied on the amount of that factor 
which goes to a unit of product. Thus, in our notation, if in 
the state of equilibrium » is the total expenditure, 7, y, etc., are 
the amounts of the factors employed, n is the number of units 


produced, ~ = 7¢+4%m+°. But when the coefficients ”, ™ 
n n ny 


are to seek, in case of what is called “variability of the coefficients- 
of-production,” it seems to us more natural to determine the 
quantities x,y, etc., with the aid of the production function 
f(z,y ...), in terms of the product v, as above explained ; 
without bringing in the coefficients of production. However, 
the same heights of contemplation may be scaled on different 
sides. In the selection of the route habit properly counts for 
much. 

The conception which we recommend has the advantage of 
being readily applicable to the case of two or more products, Joint 
Production ; with which may be coupled what has been called 
Rival or Disjunctive Production (XIII., 558). As before, we have 
to minimise the cost, c& + yn + *** (=p); subject now to the 
condition that two (or more) products, say v and w, are produced ; 
that is, the propositum which is to be minimised is 


. i 
p- mLh(a, y- Si a ee y..)-w] 


1 (XI. 570). Other passages referring to the question are (VI. 82), (VIII. 530) 
(IX. 92). 

2 In the absence of unwarrantable and unworkable assumptions as to the form, 
of the production function (above, p. 54, note). 

3 Walras’ conception as to which, see III. 
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where f; denotes the quantity of v and fe that of w which results 
from the application of the (amounts of the) factors x, y.. in the 
best available manner ;! 1/m, and 1/mg are relativity-constants 
of the kind already employed.” Thus the prices of the factors, 
namely, &, 7... being given, we have the cost in terms of the 
amounts of the products, say n=9(v, Ww). 

Analogous to the distinction between complementary and com- 
petitive factors-of-production, a distinction between products is 
now presented. Products are complementary or competitive (joint * 
or rival) according as the increase of one product alleviates or 
aggravates the expense of increasing the other product: in 


symbols, according as 
Pov, w) 
dvdw 


It can hardly be doubted that the above is the true distinction 
appropriate to difficult problems relating to railways or, more 
generally, “public works” (XIII., 217). Analogy and the 
economy of language make against Mr. Johnson’s usage of the 
terms with respect to joint demand and its opposite. 

(3) Utility—Now let us turn back from the “production- 
function” to the analogous expression for utility, and see what 
new light is thrown on the more subjective conception. With 
reference to the difficulty of measuring satisfaction, M. Antonelli 
aptly quotes a letter written by the eminent mathematician 
Poincaré to Walras : # 

“Can satisfaction be measured? I may say that one satisfac- 
tion is greater than another, because I prefer one to the other ; 
but I cannot say that one is two or three times greater than 
another. . . . Satisfaction then is a magnitude, but not a measur- 
able magnitude. Now is a magnitude that is not measurable 
therefore not amenable to mathematical theory [‘ par cela seul 
exclue de toute spéculation mathématique’|? By no means. 
Temperature, for instance (at any rate before the term ‘ absolute 


< or>d0. 


1 Cp. XIII, 357. 

2 It may be well to remind the reader that the “best available” use of the 
factors does not depend on the selling-prices of v and w. Any two values of v and 
w having been assigned the minimising of the propositum affords equations enough to 
determine the corresponding values of 2, y..., together with m, and m, (the equation 
to zero of each of the expressions within the square brackets being, of course, taken 
into the account). Of course, in order to determine the quantities v and w the 
selling-prices of those articles have to be taken into account. 

3 The subject will be treated at length in the next section, with reference to the 
views of Prof. J. S. Nicholson and Prof. M. Fanno. 

4 At the end of Walras’ study entitled ‘‘ Economie et Mecanique” ; quoted by 
Antonelli at his p. 66. 
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temperature ’ had acquired a signification with the rise of Thermo- 
dynamics), was a non-measurable magnitude. It was arbitrarily 
defined and measured by the expansion of mercury. It might 
quite as legitimately have been defined by the expansion of any 
other substance and measured by any function of that expansion, 
provided that it was a continually increasing function. Likewise, 
in the present case, you may define satisfaction by an arbitrary 
function, provided that the function continually increases along 
with the satisfaction which it represents.” . . . 

Poincaré’s ruling is in accordance with the view now generally 
prevalent among mathematicians, that the capacity of numbers 
to express the results of counting and measuring “may be re- 
garded as a secondary property derived from the more funda- 
mental one of expressing order. Natural numbers form a series 
with a definite order, and the expressions ‘greater than’ and 
‘less than’ mean ‘more advanced’ and ‘less advanced’ in this 
order.” These are the words of another eminent mathematician, 
Professor Love.? 

Professor Pareto is therefore in very good company when, 
scrupling to designate utility as a function (say u) of quantities 
of commodities (say x, y..), he contemplates a family of succes- 
sive indifference-curves (or generally surfaces in space of many 
dimensions) in the plane z, y (or corresponding hyper-surface) ; 
such that the advance from any one indifference-locus to the next 
in succession affords an index, rather than a measure, of the 
advance in satisfaction, or as Professor Pareto prefers to say, 
ophelimity. According to M. Osorio (p. 312), not only should 
the combinations which are preferred have a higher index; but 
also if in passing from Combination I. to Combination II. one 
experiences a greater difference in pleasure than in passing from 
Combination II. to Combination III., the difference between the 
Indices I. and II. ought to be greater than that between the 
Indices II. and III.? The form of doctrine adopted by Professor 
Pareto would imply a substantial difference from received theories 
if the negation that u is a function of x, y (in our notation) in 
the ordinary sense of the terms involved the corollary that the 
system of values x, y.. does not normally correspond to the same 
amount of utility; that amount varying with the path by which 
we have attained the point z, y.. (starting from any initial 


1 See the articles of Prof. A. E. Love and Prof. A. Voigt referred to (IX. a 222). 

2 If it is objected that this statement implies the measureability of satisfaction, it 
may be replied that there are those to whom this implication does not appear a 
rveductio ad absurdwm (I. 60). 




















point). But it would be difficult to reconcile this possibility with 
that character of repetition under similar circumstances which we 
have attributed to the phenomena under consideration; we do 
not understand that Professor Pareto would press his suggestion ; 
and M. Zawadski, with his usual good sense, seems not to attach 
to it much practical significance.” 

The matter is well put by Mr. Johnson with reference to two 
commodities [x and y] : “There are no lines in the figure which 
measure the utility itself. The several utility-curves are arranged 
in a scale of increasing value as we pass to the right and above 
[in the plane of x, y]; and thus the ‘distance’ (measured arbi- 
trarily) from one curve to another ‘ indicates’ without measuring 
the increase in utility. But this impossibility of measurement 
does not affect any economic problem” (p. 490). 

Walras appears to be fully justified in the use of terms such 
as maximum satisfaction by the authorisation which he received 
from Poincaré. We have not caught the distinction on the 
ground of which M. Antonelli classes Walras with Cournot as 
dealing with objective phenomena, rather than with the “mathe- 
matico-psychological” school initiated by Gossen and developed 
by Pareto? (Antonelli, p. 17). 

Identity of expression in a matter so speculative is not to be 
expected. But there appears to be a substantial agreement among 
experts that things go on as if the satisfaction obtained by an 
individual from an assigned set of goods was a quantity dependent 
on the quantities of the goods. To proceed as if there was such 
a dependent variable appears to be legitimate. (See Antonelli, 
p. 68, referring toWalras’ brochure, Economique et Mecanique ; 
and p. 111, “nous pourrons le supposer”; and cp. Zawadski, 
p. 154). 

If utility, say uw, is a function of goods purchased for use, 
it follows that, prices of the goods being assigned, u is a function 
of », an amount of money which is to be expended on the purchase 
of those goods. The differential coefficient of u with respect to 
p is the marginal utility of money, which we have called m 


1 Cp. Zawadski, p. 150 note (referring to Pareto Manwel, pp. 547-557), p. 176 
p- 209 note. 
2 Loc. cit. 


‘ce cas semble avoir assez peu d’importance . . .” 
‘*des cas de ce genre ne jouent pas un grand réle en pratique.” 


3 The appreciative reviewer of M. Antonelli’s work in the Journal of the 
Statistical Society for July, 1914, appears sensible of the obscurity which we notice. 
4 The function which is the inverse of (the analogue of) Mr. Johnson’s x (p. 507). 
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(Mr. Johnson’s », The relation between a relative (indefinitely 
small) change in the amount of money and the corresponding 
a . in is defined by 
Mr. Johnson (p. 504) as the elasticity of u in terms of money. 
This coeffigient plays a part in economic theory analogous to 
that which we have assigned to the elasticity of money.’ As 
long as the elasticity of utility is greater than unity the ratio 
u/m increases with the increase of money. Thus if the “net 
advantages” of an occupation (including profits) increase with the 
increase of investment in that line, there will be a crowding into 
that occupation up to a point at which u/p, having ceased to in- 
crease, becomes equal for all occupations between which there 
exists ‘‘ Industrial Competition” (as defined by Cairnes). The ratio 
u/p, which each individual tries to maximise, is not to be con- 
founded with the marginal utility of money. The reciprocals of 
these quantities are likewise to be distinguished ; Mr. Johnson’s x, 
the reciprocal of our m, is not to be equated to 7, which he calls 
the price (of a unit) of utility. The failure to recognise that 
distinction, in the special case of production, is the gist of our 
complaint against the School of Lausanne. 

The postulate here adopted that utility or welfare “can be 
brought under the category of greater and less”? rests primarily 
on the testimony of consciousness, the psychological observation 
that there are degrees of felt satisfaction. This personal experi- 
ence is then extended by sympathy to the evaluation of other 
people’s pleasures. Jevons’ suggestion that the theory of utility 
is limited to the motions of a single mind, that “no common 
denominator of feeling seems to be possible” appears to us 
untenable. The contrary is postulated throughout large tracts 
of economic science ; for instance, the theory of taxation and that 
of industrial conciliation. Even a more fundamental part of 
political economy, the theory of value and distribution, involving 
the equation of net advantages in different occupations, suggests 
at least, if it does not require the comparison between, the 
welfare of different persons.* This kind of comparison no doubt 
presupposes some homogeneity between the persons compared, 
such that presumably exists between “a thousand persons living 
in Sheffield and another thousand in Leeds, each with about 


relative change in utility, that is 


‘ 


1 Above, p. 53. 
2 Pigou, Wealth and Welfare, Part 1., Chap. I., sect. 1. 
3 See (VII. 22). 
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£100 a year.”! So when we use a change in the level of prices 
as an index of a variation in welfare, the indications obtained 
are then most useful when the persons affected by the alteration 
of prices are of one and the same type, for instance workpeople 
having similar family budgets.” 

In the example last given the rough estimation of welfare 
is commonly improved by a semi-objective measure, a stable 
average (of percentage variations in price). 

But a rough estimate would still be possible, even though the 
sporadic character proper to a good average were wanting, if, for 
instance, price-variations under treatment consist of two large 
groups, one clustering about a percentage above 100, the other 
about a percentage below 100. Something of the sort occurs 
when the price of a large item in the family budget, of house- 
accommodation for instance, rises while the remainder as a 
whole falls. A rough estimate of the change in the value of 
money may still be possible.* 

This conception is sufficiently definite to enter into significant 
propositions. Thus it is recorded of a local dearth that, the 
price of bread rising very high, the price of meat and other 
articles fell off, owing to the fact that the purchasers of those 
‘articles had to expend so much of their money on bread. In 
this instance, presumably, the less necessary articles followed 
the law of “short periods” (“market value”); the dealers sold 
their goods below cost price.* Otherwise we might suppose the 
prices of articles other than bread—including that of meat—to be 
kept constant. Under these conditions, as shown above,’ it is 
conceivable that more bread might be purchased. But this occur- 
rence is probably ® attended with a rise in the marginal utility 
of money.’ In other more important cases the direction of 
the change in the marginal utility of money cannot be similarly 
predicted. In the normal conditions above designated case 


1 Part of a passage which is quoted more fully in the Economic JOURNAL, 
Vol. V. p. 587, from Marshall’s Principles of Economics (Third edition). 

2 The British Association Committee for measuring the value of money 
recommend construction of different index numbers for different classes. 

3 Compare Bowley, National Progress in Wealth and Trade, pp. 26-7. 

4 In some previous enunciations of cognate theories (IV. and V.) a supply curve 
of the sort pertaining to reciprocal demand or international trade is implied (by 
reference to Auspitz and Lieben’s constructions) so that the result of assigned 
changes in the price—or quantity—of one article x is given in terms of the change 
in the price of the article y as in this particular passage of the present article; not 
in terms of the change in demand for y as elsewhere in the present article. 

5 Above, p. 45. 

6 The evidence of this probability will appear in the following section. 

7 Cp. Marshall, loc. cit. 
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a, when a rise of price in one article—while the prices of 
other articles remain constant—is attended with a fall in the 
demand for the article which has become more expensive, the 
marginal utility of money may or may not rise. Again, suppose 
the income available for the purchase of different kinds of goods 
to be increased (as in Mr. Johnson’s first species of demand-curve, 
above p. “47), the marginal utility of money will normally fall, 
but in exceptional cases may rise. In this and other respects 
the marginal utility of money in the way of consumption 
is analogous to its “marginal efficiency” in the way of 
production. 





*.* Publications relating to mathematical economics, by the 
writer of the present article, referred to in the course of the 
article (including the yet unpublished portion) :— 


I.—Mathematical Psychics (1881). 
II.—On the Application of Mathematics to Political Economy 
(Report of the British Association for the Advancement 
of Science, 1889.) 
III.—La théorie mathematique de l’offre et de la demande 
(Revue d’ Economic Politique, 1891). 
IV.—The Pure Theory of Taxation (Economic Journal, 1897). 
V.—Teoria Pura del Monopolio (Giornale degli Economisti, 
1897). 
VI.—(a) Review of Bastable’s Theory of International Trade, 
second edition. (b) Review of the same,‘third edition. 
(c) Disputed Points in the Theory of International 
Trade (Economic Journal : (a) 1897, p. 3897; (b) 1900, 
p. 389; (c) 1901, p. 582). 
VII.—Theory of Distribution (Quarterly Journal of Economics, 
1904). 
VIII.—Review of Cunynghame’s Geometrical Political Economy 
(Economic Journal, 1905, p. 62). 
IX.—Appreciations of Mathematical Theories (Economic 
Journal: (a) 1907, (b) 1908). 
X.—On the Use of the Differential Calculus in Economics 
(Scientia, Vol. VII., 1910). 
XI.—Article on Probability in the Encyclopedia Britannica 
(eleventh edition). 
XII.—Applications of Probabilities to Economics (Economic 
Journal, 1910). 














1915] RECENT CONTRIBUTIONS TO MATHEMATICAL ECONOMICS 63 


XIII.—Contributions to the Theory of Railway Rates, Parts I. 
and II. (Hconomic Journal, 1911). 

XIV.—(a) Review of Pigou’s Wealth and Welfare (Economic 
Journal, March, 1913). (b) Contributions to the 
Theory of Ratlway Rates: Digression on Professor 
Pigou’s Theories (Economic Journal, June, 1913). 


F. Y. EpGEWORTH 


(To be continued.) 











REVIEWS 


[The bulk of the reviews has been held over to make room for 
special articles on the war. | 


Disturbed Dublin: the Story of the Great Strike of 1913-14. By 
ARNOLD WRIGHT. (London: Longmans. 1914. Pp. xii+ 
337. Price, 3s. 6d. net.) 


THIs book suffers, in common with the greater part of current 
literature, from the distraction of the war. Even a resident in 
Dublin finds it hard to give attention to the details of the indus- 
trial conflict of a year ago. The whole matter seems to belong 
to the distant past. But it also labours under a greater hindrance 
to acceptability, in its inadequate treatment of the subject with 
which it deals. Mr. Wright explains that he paid “a visit of 
several weeks’ duration to Dublin” and has sought “to write a 
succinct and impartial history of the Larkinite movement.” 
Unfortunately, the words which we have italicised denote the 
qualities that are specially lacking in his work. The narrative 
of the actual period of the strike takes up more than 130 pages, 
and is confusing by the author’s mistakes as to days, places, and 
persons. The critical days of Saturday and Sunday are given as 
August 29th, 30th ; while the following Monday is rightly denoted 
as September Ist. The reader is led to doubt whether Sackville 
Street is popularly known as O’Connell Street (p. 127) or 
O’Connell Street “is popularly known to strangers as Sackville 
Street” (p. 131). “Beresford Place” has to compete as the scene 
of Larkinite activity with a (non-existent) “ Beresford Square ” (p. 
132). Sir John Ross displaces Lord Aberdeen and becomes “the 
head of the executive ” (p. 135). The account of the riots could not 
be followed by anyone unacquainted with the city without a map, 
and this indispensable aid is not supplied. In compensation, the 
reader gets such chapter headings as “An Orgy of Anarchy” ; 
“The Aftermath of the Riots” ; “A Martyr and his Fiery Cross” ; 
winding up with “The Rout of Larkinism.” This amusing imita- 
tion of Carlyle is accompanied by—as it, indeed, indicates—a 
thoroughly prejudiced treatment of the whole situation. In Mr. 
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Wright’s account the employers are exhibited as never for an 
instant departing from the absolutely right course. A test case 
is afforded by his view of the treatment of the Builders’ Labourers’ 
Union. “For over two years prior to the strike a feud had existed 
between the Irish Transport Workers’ Union and the Builders’ 
Labourers’ Union, and the officials of the latter had made re- 
peated requests to the employers not to employ any Larkinites. 
The builders at the outset, for various reasons—chiefly that they 
did not like to bar any union—had declined to make the distine- 
tion. But when the crisis occurred in September they, in con- 
formity with the action of other employers, took measures to 
enforce the signature of the well-known document adopted by 
the general body of employers. The course was taken by them 
because they believed that their labourers would be quite ready 
to sign any agreement which would have the effect of preventing 
the Larkinites from getting any employment from the builders. 
The Trades Council, however, used its influence on the Larkinite 
side to such good effect that the men declined to sign, with the 
result that a complete stoppage was brought about in the building 
trade” (pp. 252-8). 

The impartial observer would naturally think that to ask men 
to sign an agreement not to belong to a body to which they were 
strongly opposed was an unnecessary proceeding, and when the 
result was to force on an industrial conflict he would regard it 
as foolish. The conduct of the workers in refusing to sacrifice 
their liberty of action, even to spite their old opponents, would 
appear to have an element of nobility in it. 

Our author has no weak sentiment of this kind. “From a 
period early in December the men had been anxious to resume 
work, but as they still declined, for reasons best known to them- 
selves, to repudiate the Larkinite organisation, nothing came of 
their overtures. Some weeks later, when the pinch of want had 
become more acute, their views underwent a change” (p. 253). 
The victory of the employers over workers who were forced into 
a contest in which they had no part, is hailed as a step in “the 
rout of Larkinism.” In contrast to the merits of the employers 
stand the failings of all other sections of the community. The 
excesses of Larkin and his supporters are vigorously con- 
demned; but the Irish Government, Sir George Askwith and 
his colleagues, Mr. G. Russell, and the “well-meaning persons” 
who desired ‘‘a settlement of the dispute” receive their respective 
shares of censure. 

To the economist the most serious defect in the book is the 
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absence of any real analysis of the economic conditions or con- 
sideration of possible remedies. The early chapters contain an 
attempt to describe the growth and present condition of the 
Dublin industries but they do not get beyond the usual common- 
places. A clever student’s prize essay, more notable for future 
promise than performance, appears to be the principal source for 
the history. A revival of “the old Guild system” is hinted at as 
indicating a line of reform. There is, however, no recognition 
of the real character of the labour problem in Ireland in its 
essential identity with that of other countries. To Mr. Wright, 
as to the Dublin employers, the Larkinite “movement stands 
quite outside the ordinary category of labour disturbances” (p. 
255). Until Irish trade unionism is put in its proper place as 
an example of association at an early stage of development, 
affected by both English and American influences, no interpre- 
tation of its characteristics—including those of violence and 
instability—can be given. Without careful study of the course 
of development, it is impossible to reach any position from which 
reforms can be devised. At all events, it is plain that the best 
prospect for industrial peace is to be found rather in furthering 
the growth of effective labour institutions than by exalting the 
power and authority of the employing class. The essential defect 
of Disturbed Dublin is to be found in its author’s failure to grasp 
this point. 
C. F. BasTaBLeE 


The History and Economics of Indian Famines. By A. Lovepay. 
(London: G. Bell. 1914. Pp. 159. Price 2s. 6d.) 


Mr. Lovepay’s essay is a very thorough piece of work. It 
naturally lacks the intimate note which only personal knowledge 
of the country can give, and occasionally it is a little difficult to 
find definite conclusions as a sequel to his careful statement of 
pros and cons. But he must be a very well equipped Indian 
official who cannot learn something from this study of famine 
problems. 

The root cause of famines is to be found in the fact that 
India contains vast areas in which the normal rainfall is sufficient 
to produce enough food to support a large population, but this 
rainfall is capricious both as regards amount and distribution 
over the months of the year. Failure at the sowing season may 
cause an enormous contraction of the cropped area, and, even if 
the rains start well, the cultivator may see his hopes blighted 
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by subsequent drought. If drought is prolonged, and especially 
if it extends over more than one year, the resources of the people 
are exhausted and famine conditions have to be faced. 

The history of past famines is contained in the first three 
chapters, dealing with those which occurred (a) under native 
rule, (b) under the East India Company, and (c) after the Crown 
assumed direct responsibility. Of the famines of the first period 
we know little. The attempts made by native rulers to avert 
them or mitigate their effects were probably even less than 
Mr. Loveday supposes. Peoples and rulers accepted such 
scourges as visitations of God, and with the best will in the world 
little to help famine-stricken tracts was possible till the country 
had been opened up by roads and railways. As a protection from 
famine irrigation works of native rulers, in Northern India at 
least, were of small importance. The inundation canals men- 
tioned on page 103 were dug in a sparsely peopled country, 
where famine was not to be feared, because the smallness of the 
rainfall made dry cultivation impossible. The failure of the 
servants of the Company to cope with famine was to a large 
extent inevitable. They were hampered by their connection with 
a trading body, but above all by their own want of knowledge. 
People who look back with regret to days of “patriarchal rule ” 
overlook facts written large in the early records of Indian 
administration. Even under the Crown the unravelling of famine 
problems has been a difficult and lengthy business. 

As prevention is better than cure, it might have been well 
to put Chapter V. (Protective Measures) before Chapter IV. 
(Relief Organisation). One of the best protective measures is 
the extension of irrigation works. The inferiority of wells to 
canals in this respect has perhaps not been fully grasped. As 
a first line of defence against drought, wells are of value. But 
when scarcity deepens into prolonged famine and the bullocks 
starve for lack of fodder, wells become useless. Canal irrigation 
secures at small cost an abundant supply of fodder and an assured 
surplus of grain, which can be diverted from the European market 
to famine-stricken tracts. There is little object in discussing the 
relative advantages of canals and railways. The former produce 
a surplus of food, the latter convey food from any tract where 
it is abundant to areas of scarcity. Nor is it worth while to 
consider seriously the effect railways have had in discouraging 
local storage of grain or native handicrafts. Mr. Loveday probably 
attaches too much weight to the decay of certain native industries. 
If handicrafts have not been replaced on a larger scale by steam 
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factories the reason is that Indian labour, if cheap, is very in- 
efficient. It is quite right to call attention in Chapter V. to the 
fact that in the past Government has often failed to see that, 
however fair and moderate the land revenue assessment may 
be, it becomes oppressive if rigidly collected in bad seasons. This 
was a lesson Indian Governments were very slow to learn. The 
statement on page 6 that “land tenure has become insecure” 
is liable to be misunderstood, and it may be doubted whether 
the remarks on the subject in Chapter V. are a sufficient correc- 
tive. Under many native rulers the peasant’s land was secure 
because the State left the cultivator nothing but a bare subsistence. 
By limiting our demand and defining and registering titles we 
gave land a transferable value, and this was enhanced when the 
opening up of the country to foreign trade produced a permanent 
rise in the price of agricultural produce. The peasant farmers 
were hardworking, but not thrifty, and abused the credit which the 
moneylenders were now ready to give. Mr. Loveday seems to 
doubt the usefulness of the legal restrictions imposed on aliena- 
tions to non-agriculturists. He would possibly change his opinion 
if he had an opportunity of hearing those of Punjab small holders. 
One may agree, however, that the success of co-operative village 
banks is a more important matter. 

Mr. Loveday sees clearly that before the period of railways 
the economic doctrines of the text-books were not strictly 
applicable to Indian famines. To-day, when famine occurs, the 
leading features of the campaign against it should be the encour- 
agement of private trade, suspensions of the land revenue demand, 
a prudent use of Government loans for agricultural improvements, 
seed grain and cattle, a proper system of relief works, and 
the careful administration of charitable relief in villages. 

J. M. Dovle 


The English Land System. By J. A. R. Marriott. (London : 
John Murray. 1914. Pp. vii+168. Price 3s. 6d. net.) 


TuHis book provides a sketch of the historical background of 
our rural problems and a brief discussion of some of them. Mr. 
Marriott says that, “except here and there,” he does not claim 
any knowledge of original sources; but the historical chapters 
are well illustrated by apt quotations from contemporary docu- 
ments and writings. On the other hand, some recent research 
has been overlooked : no use seems to have been made of the work 
of Miss Putnam, and little of the writings of Prof. Savine and 
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Prof. Levy. The chief defect of the historical sections lies in 
the author’s acceptance of the old division of the history into 
three critical periods—the fourteenth and sixteenth centuries and 
the age of parliamentary enclosures. This is now hardly adequate, 
for it is clear that much enclosure took place before 1485, and 
the researches of Prof. Gonner and Miss Leonard have revealed 
its prevalence in the seventeenth century. The treatment of the 
mediaeval history is the least satisfactory. The uninitiated reader 
would not gather from this book that Seebohm’s theory of 
manorial origins is now generally discredited. Mr. Marriott 
describes it as “logical,” and though he criticises it, he does not 
tell us that an essential part of Seebohm’s argument was based 
on a thoroughly uncritical “diplomatic,” and is vitiated by its 
author’s readiness to generalise from most insufficient evidence. 
Again, one may question the prominence which Mr. Marriott 
assigns to the Black Death as a solvent of the manorial economy. 
In this connection he quotes Dr. Page’s figures of commutation, 
without taking notice of the weighty criticism passed upon them 
by Prof. Vinogradoff. Apart from the neglect of intermediate 
periods and the omission of geographical particulars, the chapters 
on enclosures are drawn in excellent perspective and are very 
judicial in spirit. But the best and most novel thing in the book 
is the discussion of the reaction of changes in the value of the 
precious metals upon agriculture since 1873 (page 130). 

In passing to current controversies, Mr. Marriott somewhat 
changes his key, and the modulation is made rather harsh by a 
misleading slip on page 133. After quoting some remarks of 
Mr. A. D. Hall as to the prosperity noticeable in agriculture 
when he made his “ Pilgrimage of British Farming,” Mr. Marriott 
adds: “Then just as things were beginning to look distinctly 
more hopeful, we have another set-back,” and he tells us that 
“the prevailing confusion” dates from the land-taxes of 1909-1910. 
But Mr. Hall’s pilgrimage was made in 1910, 1911, and 1912. 

The last chapter, though lively and humorous, is spoilt by the 
restriction of its subject to questions directly affecting the tenure 
of land. The Liberal land policy is denounced without any 
mention being made of the minimum wage which Mr. Lloyd 
George has declared to be the foundation of the whole scheme. 
In the discussion of Unionist schemes, agricultural protection and 
imperial preference are passed over in silence. But surely it is 
a little unkind to devote four pages to the “single-taxers” and 
not give one word to poor Mr. Chaplin? The treatment of land 
purchase in this chapter is vague: the finance of the policy is 








70 THE ECONOMIC JOURNAL [MARCH 


not considered in any detail. Though Mr. Marriott appears to 
approve of the scheme, he says nothing to quell the doubts which 
he raises in earlier chapters by the statement that tenant farmers, 
if they purchase their farms, “must, under any circumstances, 
make inroads upon capital vitally necessary to the efficient working 
of their farms” (page 9), and by showing that small occupying 
owners felt the stress of agricultural depression more severely 
than the tenant farmers (page 131). 
REGINALD LENNARD 


Political Economy. By CHarues Give. Translated (under the 
direction of Professor Smart) by Constance. H. M. Archibald. 
(London : George G. Harrap & Co. 1914. Pp. xiii+762. 
10s. 6d. net.) 


THE French are supreme in the art of exposition ; and in the 
front rank of the supreme, so far as economics goes, stands 
Professor Gide. Happily, in this translation of his Cours 
d’ Economie politique his enchanting lucidity is not lost. As to 
its contents, the book contains much on the human side and in 
reference to social questions that is apt to be left out of the 
books of English experts; but, on the other hand, it omits much 
that the dominant English school would deem of fundamental 
scientific importance and place even in an introductory work. 
It is remarkable that the French generally have made so little 
use of Marshall. Gide quotes him twice, and on both occasions 
on merely incidental points. Of course, there are notable excep- 
tions to the French inclination to take little account of pure 
theory—notably Colson and Landry, and Pareto if writing in 
French makes a Frenchman—but, as Gide says in a note, of 
the theory of marginal utility, “It is rarely taught in France, 
even in books.” Consequently on price-determination, inter- 
national trade, wages, and so forth, we find our author coming 
to a stop just where the English and certain American theorists 
would begin. Gide does not seem to finish, judged in the light 
of a theorist’s prejudices; but, on the other hand, after reading 
this treatise, one cannot escape the suspicion that theorists seldom 
begin. The truth of the matter probably is that the science is 
best served when each authority sticks to the last that he knows 
best; and that, to get your economics complete, you must read 
all. One could not dispense with the conception of a system of 
economic forces like that of cosmic physics ; nor could one dispense 
with the board room and trade-union committee room point of 
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view ; nor again with the humanism of Gide. This humanism 
shows itself throughout the book in two ways. In the first place, 
one is never allowed to forget that the author is writing of men 
and women. And, in the second place, the author gives rein to 
his own interest (and communicates it to his reader) in the pro- 
gressive understanding of things economic, and the dependence 
of diversity of theory on differences in the appeal that facts make 
to a many-sided human nature variously placed. The book works 
from wants and value (after introductory chapters on economic 
science and the several economic schools) through production, 
circulation, and distribution, back again to wants as expressed 
in expenditure and saving, thus completing a circle—which is 


not a bad plan. 
S. J. CHAPMAN 


Regulation of Public Service Companies in Great Britain, with 
supplemental chapters on the Boston Sliding Scale and 
Toronto Auction Sale and Maximum Dividend Plans. By 
Ropert H. WuHITteN. (New York City: Public Service 
Commission for the First District. 1914. Pp. 231.) 


THis book is a reprint of part of an official report, and is 
largely an analysis of the procedure and legal position of certain 
English companies. The author has not attempted a compre- 
hensive study, and has only dealt with such features as appeared 
to him to possess a useful bearing on American company practice. 
English railways are but slightly treated, English banking com- 
panies not at all; presumably there was little to be drawn from 
a study of them. But it would have been well if the author had 
defined the term “public service company,” and explained his 
limitations ; or, better still, had entitled the report, ‘ Regulation 
of lighting and water companies,” for it is these, and in particular 
gas companies, that he has examined. 

Generally speaking, it may be said that the report is of value 
to readers in this country rather as an illustration of the American 
point of view than as a guide to the practice of English com- 
panies. It is true that it contains in a concise form much useful in- 
formation as to the form and audit of accounts, the sale of shares, 
sliding-scale systems, &c., and in each case the advantages and 
disadvantages are judiciously summed up. But these matters are 
not always the primary consideration in England, and it is notice- 
able that the author in his search for rules and methods which 
may advantageously be adopted by American companies, con- 
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centrates his attention on things which are familiar to us and 
accepted by us without inquiry or discussion. The English 
method of submitting accounts to the examination of an outside 
professional auditor is an example of this ; it comes as a surprise 
to read that the principle is uncommon in America. Similarly, 
in matters of finance, the “holding” or “controlling” company 
is not common in England, but is the recognised instrument for 
accomplishing consolidations in America; hence Mr. Whitten 
finds it noticeable that in England there is little “intertwining 
or interlocking of directorships for the purpose of common 
control.” In discussing this question he appears to be misled to 
some extent by American ideas. He says that in England 
“shares are widely distributed, and cases are rather unusual in 
which one man owns a controlling interest and uses such power 
to dictate the management of the enterprise.” The truth is 
rather that the shareholders play an insignificant part so long as 
they get something in the way of dividend, and that the strong 
manager or chairman often wields the most dictatorial power 
without going to the expense of obtaining a majority of shares. 
EDWARD CLEVELAND STEVENS 


The Financing of the Hundred Years’ War, 1337-1360. By 
8S. B. Terry. (London: Constable. 1914. 6s. net.) 


THIs volume in the Studies of the London School of 
Economics ought to arouse a grim interest just now. But 
Edward III.’s finance was a sorry business, and Mr. Terry’s 
treatment of it is rather lacking in life, atmosphere, and style. So 
it is not very likely to arouse interest, though it might well inform 
an interest already existing. No reviewer has a right to clamour 
for atmosphere in dissertation work if that work has the disserta- 
tion merits of knowledge, method, lucidity and order. But Mr. 
Terry does not make a sustained show of these merits. How far 
the treatment of his—very difficult—MS. material is adequate, I 
am not in a position to say. But the scraps of general and 
economic history are not well blended with the financial narrative. 
That narrative leaves a rather confused impression : many details 
in it do not illuminate the argument. The book has no index. 
Appendix I. by some accident has dropped out. Names are so 
carelessly written that one cannot feel sure about figures. On 
p. 102, for instance, we are introduced to “another Italian 
company . . . the Asti or merchants of Ast.” The town of Asti 
does become Ast or Aist in medieval French, though there is no 
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reason why it should do so in Mr. Terry’s text; but one cannot 
well see how its men (Astenses they would ordinarily be) could 
become it, so to speak, by way either of Latin, French, or 
Italian. If Boston is to be St. Botholf it ought not to be the 
port of Lincoln (p. 175); it was Boston elsewhere (p. 147). Win- 
chester and Wynchester occur within six lines of one another 
(p. 174-5). 

This kind of thing renders one suspicious of Mr. Terry’s 
details. His broader conclusions cannot be so impugned and are 
valuable. His study of the competition among Italian, English, 
and Hanse financial groups brings out the strength of the English 
merchants in the ’thirties and ’forties of the fourteenth century, 
and goes to support the growing body of evidence in favour of 
those who think that the dependence of England on foreign 
traders and financiers, late in the thirteenth and early in the 
fourteenth century, has been exaggerated. I doubt whether it 
had been made quite clear before that the Crecy campaign and 
the siege of Calais were financed entirely by Englishmen (p. 142), 
though we have long possessed a study of the nouveau riches of 
the fourteenth century. Mr. Terry corrects some current notions 
about the bankruptcy of the Bardi and Peruzzi and Edward’s 
share of the blame. He adds to our knowledge of the finance of 
the staple and to our knowledge of King Edward’s shuffling with 
the moneylenders of many nations. But it is exceedingly difficult 
to extract from his story a clear view of any given group of 
financial operations. In fairness one should add that only a very 
ripe scholar, with an unusual combination of interests and equip- 
ments, could be expected to make these things clear. Dr. W. R. 
Scott could, if he turned his attention to the Middle Ages. So 
could various medizvalists, whom one might mention, if they 
happened really to understand finance. The difficulty is that the 


truth must be pulled direct from the MS. 
J. H. CLAPHAM 


Boy Life and Labour. By ARNOLD FREEMAN, with a Preface by 
Dr. M. E. Sadler. (London: P. 8. King & Son. Pp. xii+ 
252. Price 3s. 6d. net.) 


THE problems of the adolescent in industry are attracting an 
increasing number of students, and probably on no side of the 
social question has more work been done during the last ten or 
fifteen years than in the field of juvenile labour, especially so far 
as boys are concerned. Mr. Freeman’s volume is a welcome 
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addition to the existing literature on the subject. The book deals 
with both the general and the particular ; herein lies its weakness. 
For example, it is questionable, in spite of the defence which 
Mr. Freeman attempts (p. 19), whether a general treatment of 
adolescence is desirable. Some other passages dealing with boy 
labour in general add little or nothing to the value of the book. 
Its value is to be found in the author’s own inquiry into the 
question in Birmingham. 

Mr. Freeman’s purpose was “to find out why large numbers 
of boys became ‘failures’ (using the word in a very broad sense) 
so early in life; and, if possible, how many boys were thus unfor- 
tunate.” The investigation was confined to boys belonging to 
“the great mass of ‘unskilled’ boy workers, variously estimated 
as half, two-thirds, or three-quarters of the whole.” “The 
‘superior ’ boy (usually making for the highly-paid and better-class 
manual work)” is excluded, on the one hand, and the youthful street 
trader and casual, on the other. Mr. Freeman’s method was to take 
a manageable number of boys, and make a detailed individual 
inquiry into the circumstances of each. Seventy-one boys, believed 
to be typical, provided Mr. Freeman with his “raw material.” 
Records at the Labour Exchange, and in the hands of the local 
Education Authority, were utilised, homes were visited, and boys 
interviewed. Mr. Freeman kept in touch with the boys so far 
as possible, and made himself acquainted with what he considered 
to be the main influences in their lives—boys’ clubs, picture 
palaces, music-halls, football matches, and cheap literature. We 
are given, therefore, a detailed picture of both the industrial and 
non-industrial influences at work during the period of adolescence 
and which, in the absence of wise control and continued education, 
succeed in nullifying in a large degree the earlier influences of 
the school. In analysing the effects of these social forces in con- 
junction with the results of employment, Mr. Freeman has made 
a valuable contribution to the literature on juvenile labour ques- 
tions. His suggestions as to possible remedies follow lines which 
are now fairly familiar. His remarks regarding the danger of 
over-emphasising the importance of technical training are specially 
useful at a time when, through lack of knowledge of industrial 
conditions and organisation, educationists are urging its general 


application. 
ARTHUR GREENWOOD 
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The Feeding of School Children. By M. E. Butktry. (London: 
G. Bell & Sons. 1914. Pp. xvi+278. Price 3s. 6d. net.) 


Sir Georce Newman has said that, “from a scientific point 
of view, if there was one thing he was allowed to do for the six 
million children, if he wanted to rear an imperial race it would be 
to feed them.” From the standpoint of national welfare, there 
can be no two opinions regarding the importance of adequate 
and proper nourishment to the growing generation, and it shows 
a regrettable state of affairs that industrial and social conditions 
are such that the elementary needs of life cannot be satisfied 
without recourse to specially devised machinery. Low wages and 
irregular employment, with the accompaniments of bad housing, 
inadequate cooking appliances, and uneconomical marketing, have 
necessitated, as public opinion has become more fully informed 
of the facts of the situation, deliberate measures on behalf of the 
underfed child population. Miss Bulkley traces, in a valuable 
historical chapter, the growth of the movement in favour of school 
feeding, through the stages of provision by voluntary agencies 
down to the passage of the Education (Provision of Meals) Act. 
A considerable amount of space is given to a detailed treatment 
of the administration of this Act. Apart from different methods 
of administration, the local authorities have shown little unanimity 
in their attitude towards the feeding of school-children. In some 
cases the Act has been put into operation reluctantly, and little 
effort made to work it in a thorough and sympathetic manner. 
This is unfortunate, as it has minimised the effects of school 
feeding, and yielded less adminstrative experience than might have 
been expected. Nevertheless, Miss Bulkley is able to show that 
the results achieved are by no means insignificant, and Chapter V., 
in which she deals with the effect of school meals on children, 
brings forward much evidence illustrating the improvement which 
has been observed in the health of scholars obtaining school meals. 
As Mr. R. H. Tawney points out in the Introduction, “to say, 
as has recently been said by a writer of repute in the Economic 
JOURNAL, ‘already 40,000 children are fed weekly at the schools 
without appreciably improving the situation,’ is a ridiculous mis- 
statement of the facts.” After surveying the whole problem, 
Miss Bulkley arrives at the conclusion that no method of selection 
of children who are to receive meals can be satisfactory, and that 
all attempts at picking and choosing should, therefore, be aban- 
doned. “The meal should be provided for all children who like 
to come, without any inquiry into their parents’ circumstances. 
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Attendance should be compulsory if recommended by the school 
Medical Officer.” Further, Miss Bulkley considers that school 
meals ‘should be regarded as part of the school curriculum, and 
should be educational,” whilst the preparation of food should not 
be entrusted to caterers, but should be undertaken by the Local 
Education Authority. Though many students of social problems 
and social organisation will find themselves in disagreement with 
her views, they will nevertheless be grateful to Miss Bulkley for 
the thorough and illuminating inquiry she has made into one aspect 
of the social question. 
ARTHUR GREENWOOD 


Advertising and Progress: A Defence by E. S. Hole and a 
Challenge by John Hart. (London: Review of Reviews. 
1914. Pp. 271.) 


THE object of this little volume, as stated by the collaborators, 
is to define the position of Advertising in modern business organi- 
sation and to determine the Incidence of Advertising. Both writers 
are outstanding personalities in the advertising world; the first- 
named was an intimate of the late W. T. Stead. They profess 
great contempt for “certain”? economic theories, which they claim 
to demolish by force of social facts. This reiteration of the 
futility of abstract theories based on ideal conceptions, when 
opposed to practical conditions of society, becomes in time 
monotonous, and detracts from the merits of a work otherwise 
commendable for the vigour of its expression and its optimistic 
outlook. As testimony to the wonderful efficacy of a publicity 
campaign, the work is a success; but the question to be decided, 
viz., “Who pays for the cost of advertising?” is not satisfactorily 
answered, the authors declaring the meaning of such a question 
to be “Who loses, and therefore suffers?” by this effective 
advertising. 

The four propositions enunciated, even if true, do not solve the 
ultimate problem. They are:—(1) That all advertising is 
primarily borne by the less efficient and more costly selling 
methods which it displaces ; (2) that the cost of ineffective adver- 
tising is borne by the ineffective advertiser himself; (3) that the 
cost of effective advertising of expensive and useless articles is 
borne by the well-to-do consumer, who purchases such goods 
as an addition to his ordinary total annual expenditure ; and (4) if 
the consumer has a limited income, cost is defrayed in the same 
manner as the efficient advertising of staple commodities, 
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i.e., by whatever they displace, mainly but not wholly non- 
advertised articles of a similar character. 

The contribution of Mr. Hart is of a more technical nature, 
and is composed mainly of instances showing the beneficial effects 
of a judicious publicity campaign. He endeavours to show that 
by selecting the advertised article the consumer obtains the best, 
the non-advertiser “paying” for the advertisement in diminished 
sales : it is thus to the interest of the consumer to “Make the 
Other Fellow Pay.” Yet this principle is obviously incapable of 
universal application. 

As selling agents, both writers are impressed with, and contrast 
in forcible terms, the immense disparity between cost of 
production and selling cost. It is justly said, “It takes about 
twenty years to see that it is as difficult to sell an article as to 
make it.” 

M. Hopsout CREES 


Advertising: A Study of a Modern Business Power. By G. W. 
GoopaLL. (London: Constable & Co. 1914. Pp. xvii+91. 
Price 1s. 6d. net.) 


THRE is so much that might be said on the subject of 
advertising as a modern business power, that if the author did 
not wish to discuss the question as exhaustively as Dr. Victor 
Mataja, whose work was reviewed in these pages a few years ago, 
he was not unwise in concentrating his matter into the short 
space of ninety pages. At any rate, he has given us a readable 
outline of the subject ; the facts are clearly and concisely stated, 
and any student who wishes to go further is provided with a good 
foundation and sufficient indication of how to proceed. The 
author shows how the existing advertising system was built up; 
how the newspapers, the bill-posters, the Post Office and the 
printers get the money ; how the manufacturers and traders spend 
it, and how the advertising agent engineers, organises, and 
carries through the process. Of the advertising agent himself 
he draws by far the most sympathetic portrait we have yet met 
in print or elsewhere. 

The question that naturally arises in any discussion of adver- 
tising is: What about the consumer? and we should have liked 
more on this subject. The author tells us that “ Advertising is 
a democratic appeal in a democratic age.” He does not agree 
with the view that advertising is “unproductive,” since it brings 
the seller into relation with the buyer, and, under present con- 
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ditions, does this probably more cheaply and effectively than any 
other method. It therefore has a legitimate place in our industrial 
organisation. 

It must be admitted that the money expended on advertising 
a commodity does not apparently raise its price. Who is it, then, 
that pays? The late Mr. T. J. Barratt, of Pears’ Soap, main- 
tained, that advertising paid for itself quite easily and naturally, 
since it so extended the range of business that the consequent 
economies of production more than compensated for the outlay. 
The author is satisfied to leave it at that, and does not devote 
much space to this point, though it is undoubtedly the crux of 
the whole matter. It is, however, discussed more fully in the 
interesting and suggestive “Introduction” contributed by Mr. 
Sidney Webb. The paradox that “the cost of advertising is borne 
by the rival firm which does not advertise” was the conclusion 
of Dr. Mataja’s lengthy inquiry, and Mr. Sidney Webb regards 
this as plausible, although he does not think that the question, 
“who bears the final cost of advertising?” has yet been decided. 
The suggested solution, moreover, leads straight to the further 
question, “what will happen when the limit of economy of 
production has been reached?” In Mr. Goodall’s opinion, adver- 
tising would have its uses even in a Socialist State, since the 
consumer would still require to be educated and informed. That 
moment, however, is not yet, and in the meanwhile he concludes 
that in advertising (as in politics, art, and what not) the public 
gets what it asks for. In that case we may hope that a better 
educated public opinion will raise the standard of advertising and 


of the advertising ian. 
H. REYNARD 











WAR AND FINANCE IN EGYPT. 


(From AN EGYPTIAN CORRESPONDENT.) 


BEFORE describing the effect of the war on the finances and 
commerce of Egypt, it is necessary, for the fuller understanding 
of the situation, to set out briefly the economic conditions of the 


country at the moment of the outbreak of war. 


The dependence of the prosperity of Egypt on its, production 
of long-staple cotton is well known, but it is hardly realised to 
how great an extent the expansion in the trade and finances of 
the country since the beginning of the century has been due to 
the rise in price of cotton as distinct from increase in production. 
The figures in the following table bring out the essential facts 
with sufficient clearness :— 











6 years. 6 years. 6 years. 
1896-1901. 1902-1907. 1908-1913. 
Per- Per- 
Average Average j|centage| Average | centage 
per annum. | per annum. of per annum. of 
increase, increase. 
Cotton exported— 
Quantity—Cantars 5,852,000 | 6,373,000 9 6,871,000 8 
Value ... ... L.E.| 11,819,000 | 19,666,000 66 | 24,540,000 25 
Total Exports ... L.E. | 16,111,000 | 24,379,000 51 | 30,240,000 24 
Imports— 
Merchandise ... L.E. | 12,044,000 | 20,637,000 71 | 25,314,000 23 
Specie (net) ...L.E.| 1,412,000 | 3,901,000 176 1,478,000 - 62 
Total Imports L.E. | 13,456,000 | 24,538,000 82 | 26,792,000 9 
Government 
revenue... L.E. | 11,251,000 | 14,065,000 25 | 16,428,000 17 




















1 Cantar=99 lbs. 


1 L.E.=£1 0s. 6d. 


It will be observed how, during the second of the six-year 
periods under which the figures are analysed, i.e., the period 


1902 to 1907, the value of the cotton export rose in far greater 
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ratio than its quantity, the country becoming thus considerably 
enriched through causes which lay entirely out of its own control. 
This accidental accession to its wealth produced a boom in 
Egyptian affairs, which derived additional stimulus from the 
enhanced political stability brought about by the Anglo-French 
agreement of 1904. Foreign capital was introduced in very large 
amounts, chiefly through the agency of mortgage companies, by 
whom it was lent on the security of the land; and new banks and 
other companies were formed in considerable number. An era 
of excessive speculation in land and shares set in, accompanied 
by extravagance in expenditure and a rise in the standard of 
living which affected all classes of the population. This move- 
ment is reflected in the foregoing table by the value of the 
imports of merchandise and specie, which not only increased in 
much greater proportion than the exports, but even exceeded 
them during the period in question. As the payments to foreign 
creditors for tribute, interest on the public debt, and other State 
charges amount to some 44 millions annually, while a further 
large sum is due for interest and profits on private account, a 
balance of trade which shows an excess of imports implies a 
very heavy influx of foreign capital. 

The period of inflation came to an end in 1907, a crisis occur- 
ring in that year which involved a sudden and complete collapse 
in the land and share markets. This crisis was the direct and 
inevitable consequence of the speculation which preceded it, and 
was in no way due to any set-back in the yield or the price of 
the staple product of the country. But it left the latter with a 
load of debt contracted during the boom, very largely for unpro- 
ductive purposes, the interest and amortisation of which con- 
stituted a new and heavy charge on the produce of the land. 

The period which has followed the crisis has been marked 
by two dominating features. On the one hand, a succession of 
abundant cotton crops, realised at high prices, has tended con- 
stantly to add to the wealth of the country. On the other hand, 
the insidious pressure of indebtedness has told with increasing 
effect in the opposite direction. Numerous firms and companies, 
including an important bank, have, after vain efforts to extricate 
themselves by expedients of various kinds, been compelled to enter 
into liquidation, while many landowners and others have been 
able to meet their engagements only by pledging themselves 
more deeply. It will be noticed, by reference to the table, that 
the imports during the last period, though they have not pro- 
gressed in the same ratio as the exports, have remained at too 
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high a level to permit of the payment of foreign liabilities out 
of the excess of exports. These figures indicate that instead of 
addressing themselves to economy, the people as a whole have 
maintained the higher standard of living set up during the period 
of inflation, and that imports of foreign capital have continued 
since the crisis to an appreciable extent. Several new banks and 
mortgage companies have, in fact, been established during this 
period, while the older institutions have increased their loans in 
the aggregate. Much of this new capital has been borrowed as 
a means of escape from financial embarrassment, with the result 
that a portion of the interest due to foreign creditors has been 
funded into new debt. 

The instability of the general financial situation, not merely 
through the dependence of this latter on a high price for cotton, 
but also by reason of the accumulation of indebtedness and the 
existence of unsettled liabilities, has been commented upon in 
recent Budget Notes of the Financial Adviser, who has pointed 
out that the principal hope for improvement lay in retrenchment 
and the facing and liquidation of liabilities, and abstention from 
fresh borrowing save for purely productive purposes. 

The position of the country before the outbreak of war may 
then be likened to that of a person who, having received an un- 
expected addition to his income, has not only lived fully up to that 
income, but has discounted the future by borrowing large capital 
sums on which he finds it difficult to meet the interest charges. 

The effect of the war crisis has been to reduce the price of 
cotton by at least one-third, and thereby to deprive the country 
at one stroke of the increase of revenue it has enjoyed for some 
twelve years past. At the same time, the production of the 
staple has been seriously curtailed this season by the ravages of 
the boll-worm, the crop being estimated at not more than 6} 
million cantars, as against 7% millions a year ago. The loss of 
income from these causes combined can hardly be estimated at 
less than 15 millions sterling. 

The country is now in the difficult process of readjusting 
its economy to meet this precipitous fall in its fortunes. The 
first effect of the latter has been, naturally, to impose a 
general retrenchment in expenditure; this is reflected in the 
movement of imports, which have fallen by 60 per cent., 
at a rate, that is to say, corresponding to some 15 
millions sterling on the year. This very substantial reduction, 
were it to continue, would apparently set off the deficiency on the 
other side of the account. But while, on the one hand, owing 
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to consumption of stocks and other causes, the present fall in 
imports may not prove to be a strict measure of the reduction 
in expenditure, it has to be noted, on the other hand, that it is 
customary to defer a very large portion of the year’s payments 
for imports, interest and reimbursement of loans, etc., until the 
period of the cotton harvest ; consequently, the diminished pro- 
ceeds of this season are faced with almost the full charges of the 
preceding year, and these they are inadequate to bear. It must 
also be remembered that before this crisis the difficulty in meeting 
outstanding liabilities was already becoming acute, and called for 
a measure of retrenchment independently. 

There is little evidence yet in other directions of progress in 
the discharge of liabilities. The land tax is being collected in a 
fairly satisfactory manner, but commercial debts are being paid 
but slowly, while the mortgage companies are recovering only a 
fraction of the annuities falling due. The Agricultural Bank in 
particular, whose clientéle lies among the small proprietors, has 
succeeded in cashing only 20 per cent. of its annual instalments. 
Due allowance must be made for the fact that the marketing of 
the cotton crop is proceeding very slowly. On the other hand, 
the Egyptian debtor, who is notoriously unpunctual in meeting 
his engagements, is probably taking all possible advantage from 
the present situation to defer payment, especially of debts to 
mortgage companies, who are always reluctant to undertake the 
lengthy and costly proceedings incidental to expropriation, with 
the prospect of having finally to buy in the estates themselves. 
There is little sign of genuine distress, nor have the people drawn 
to any appreciable extent on the hoards of gold which they have 
accumulated during the years of prosperity. The economic pres- 
sure brought about by the war crisis is yet, in fact, far from 
being felt in its full severity. As the situation develops, with its 
inevitable accompaniment of liquidations, it seems not improbable 
that the destructive effects of the crisis may be specially felt 
among the large landowners, of whom many are unable to pay 
their mortgage interest owing to the impossibility of collecting 
rents based on the high price of cotton prevailing before the war. 
In any case, it will be found that among the many difficult 
problems confronting the country, that of satisfying the claims 
of its foreign creditors will take a foremost place. 

The foreign creditor has, indeed, always bulked largely in 
the affairs of Egypt, and never more so than to-day. It may be 
useful here to draw an analogy—and a distinction—between the 
present crisis and that which provoked the intervention of the 
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Powers on behalf of the bondholders some forty years ago. Then, 
as now, the country was faced with the consequences of rapidly 
accumulated indebtedness. But whereas on that occasion the 
charge had been incurred by an improvident Government, in the 
present case it is the creation of improvident individuals. The 
Government has, indeed, expended very large sums in recent years 
on capital works such as railways, irrigation works, harbour works, 
etc., but without increasing the public debt and by employing 
surplus revenues. The economic’maxim as to the expediency of 
allowing savings to fructify in the hands of the people has, there- 
fore, in this instance been singularly falsified. 

The reaction of the crisis on the State revenues has been very 
severe. ‘T'hey had already been adversely affected by the results 
of the low Nile flood of 1918, and the budget for 1914-15 had 
been balanced by meeting an estimated deficit of L.E.574,000 
from a draft on the Reserve Fund. This deficit can hardly fail 
to be increased by a further two millions at the end of the financial 
year on the 31st March, for the fall in customs and railway 
receipts, and other revenues depending directly on trade, has 
been so sudden and so great as to outstrip any immediate econo- 
mies which the Government may have been able to effect in 
expenditure. This will involve a further heavy inroad on the 
Reserve Fund, which is invested in British, Indian, and Egyptian 
Government securities. To avoid the necessity of selling out 
these securities at the present time, the Government has made 
arrangements to borrow against them in London. The amounts 
thus raised in London operate, of course, to diminish the foreign 
charges of Egypt and to relieve the situation by turning the 
balance of trade to that extent in her favour. 

This expedient, however, cannot be employed indefinitely ; 
for the Reserve Fund, allowing for the depreciation of its invest- 
ments, will be reduced, after meeting the deficit above-mentioned, 
to less than two million pounds. The Government will, like the 
individual, have to address itself to the readjustment of its finances 
in the face of altered circumstances. Costly improvement 
schemes, and all but the most vital capital outlays must be aban- 
doned. Reductions in ordinary expenditure on the administra- 
tive services are also essential, but these cannot be effected with 
the same rapidity, and will hardly suffice to bridge over the gap 
between revenue and expenditure which menaces the coming 
budget. There is no doubt, therefore, that resort will be had to 
new taxation in some form. It is to be hoped that whatever 
reforms are undertaken in this direction will tend, not to accen- 
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tuate, but to rectify the existing anomalies in the fiscal system 
by imposing burdens on commerce commensurate with those on 
agriculture, by the establishment of a sound system of local 
taxation, and by the introduction of some measure of progressive 
taxation. The expediency of confining new taxation as far as 
possible to untouched sources of revenue is the more imperative 
by reason of the fact that the taxable capacity of the small culti- 
vator, who forms the mainstay of the revenue, has been diminished 
by the fall in cotton to a point which leaves little or no margin 
for increased burdens. 

The general effect of the war on the economy of the country 
having been thus set forth, it remains to discuss the emergency 
measures adopted by the Government for dealing with the crisis 
in its various manifestations. 

During the week which terminated on Saturday, August 1st, 
the imminence of war, and the premonitions of financial collapse 
which were telegraphed from European centres, had their natural 
repercussion in Egypt, and produced an incipient panic. But 
the very simplicity of Egyptian conditions, and the immaturity of 
its credit arrangements, render the effects of panic less harmful 
than in more advanced communities. Bank deposits are very 
moderate in amount, the bulk of the population preferring to 
keep their available cash in the shape of coin. The circulating 
medium consists of gold and token silver, and the notes of the 
National Bank of Egypt. But the circulation of these latter is 
relatively small, averaging about two million pounds, chiefly 
in notes of the larger denominations; half their amount is held 
by the Bank in gold coin. The chief financial activities are those 
connected with the export and import trades, and the crisis 
fortunately happened at the moment of the year when both these 
are at their lowest and business is almost at a standstill. The 
worst results to be feared from a panic were therefore a run on 
the deposits of the banks and on the notes of the National Bank 
of Egypt, neither of which, as has been seen, amounted to very 
considerable sums. 

A run on bank deposits did, as a matter of fact, take place, 
and during the latter days of the week considerable amounts 
were withdrawn. There were also signs of the commencement 
of a run on the bank notes. Had this been a purely local crisis, 
the sound method of dealing with it would probably have been 
to pay out gold freely both for deposits and for notes, and to 
order fresh gold if necessary from abroad until confidence should 
have been restored. But the world-wide character of the financial 
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disturbance compelled the recognition of the fact that it might 
become impossible to import gold, and that consequently some kind 
of emergency currency would probably be required sooner or later. 

The most obvious and convenient manner in which to supply 
the need for circulating medium without import of gold was by 
an expansion of the paper currency. But this would have been 
practically impossible as long as the notes continued to be con- 
vertible into gold on demand, for, owing to the backward educa- 
tion of the Egyptian public in these matters, the notes would 
infallibly have been presented for conversion as fast as they were 
issued. It was therefore decided to make the notes both legal 
tender and inconvertible for the time being, and a Decree to this 
effect was issued on August 2nd. The inconvertibility conferred 
on the notes did not necessarily imply any change in the statutory 
conditions governing their issue, which require that at least one- 
half must be covered by gold held in Egypt and the remainder 
by approved securities belonging to the bank. It was contem- 
plated, however, that some relaxation of these conditions might 
be found necessary, under due safeguards, in order to permit of 
the expansion of the currency according to requirements. 

The inconvertibility of the note-issue placed the National 
Bank, at the opening of business on Monday, August 3rd, in a 
position to issue notes against the full amount of its gold balances, 
supplemented by an equivalent amount of approved securities. 
It could, in the same manner, issue in notes to the extent of 
double the amount of any gold paid in by other banks out of 
their balances. The gold balances held by the banks represented 
a fairly strong position as a whole in respect of their deposits, 
and they were about to be supplemented by arrivals of gold 
ordered from London in the early days of the crisis. But the 
degree of strength varied considerably as between the different 
banks, and the immediate problem was in what way to advance 
currency to those banks which required it to meet the demands of 
their depositors, in view of the impending run. 

In England, the advances of currency notes to the clearing 
banks were facilitated by the great strength of those banks, by 
the fact that they had no branches outside the country, and by 
their ability to give a floating charge on their assets. In Egypt, 
on the other hand, the banks, with the exception of the National 
Bank of Egypt, are branches of institutions whose central offices 
are in London, Paris, Berlin, Rome, or elsewhere, and which 
differ very considerably among one another in financial standing. 
They could not, under Egyptian law, give a floating charge on 
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their assets. In these circumstances, banks requiring advances 
were asked to give specific security, facilities being afforded for 
deposit of the security in London if convenient. 

The attitude of the banks at this point revealed an unsus- 
pected weakness in the Egyptian banking system. Apart from 
actual cash, the banks’ assets in Egypt consisted entirely of 
advances and local discounts. Their second line of defence, com- 
posed of money at call and short notice, investments and foreign 
bills, was concentrated at their central offices in London and other 
European centres, the first instinct of which was to retain these 
reserves entirely for their own protection, rather than employ any 
of them for the benefit of their branches in other countries. The 
Egyptian branches were thus practically left to shift for them- 
selves, with no negotiable assets on which to raise money except 
local bills discounted and their clients’ securities on which they 
had themselves made advances. 

A second element of weakness lay in the imperfection of the 
machinery available for giving the required assistance to the 
banks. The National Bank of Egypt, which has the sole right 
of issuing notes and keeps the Government account, was the 
instrument naturally indicated for giving effect to a national 
policy for the relief of the local money market, under such guar- 
antees from the Government as might be necessary. Moreover, 
having a paid-up capital and reserves of 44 millions, with deposits, 
public and private, of less than twice this amount, and with all 
its assets available for Egypt, it had the requisite stability for 
the purpose. But its usefulness in this direction was seriously 
impaired by its previous general policy, which had:tended to make 
it, not the centre of a banking system, but a detached unit among 
a number of competitors. Neither in respect of its reserves of 
liquid assets, nor in that of the nature of the operations which 
it undertook, did it maintain any higher or more exclusive 
standard than other leading banks, while the keenness with which 
it competed for business with these latter not only militated 
against cohesion, but engendered a sense of injustice in that an 
institution with the privilege of the note-issue and Government 
deposits should employ its advantages in this manner. 

It will be readily understood, therefore, that the other banks 
were reluctant to ask for favours at the hands of the National 
Bank, and were especially indisposed to hand over to it bills or 
other securities which might disclose the nature of their business 
to the eyes of their rival. Some of the banks, however, applied 
for and obtained accommodation, and it is to the credit of the 
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acting officials of the National Bank that they took no advantage 
from the situation, but met these demands with a full sense of 
the public office that was required of them. 

Thanks to these facilities, to the strong cash position of the 
National Bank and other leading banks, and to the inconverti- 
bility of the notes, the run on deposits, which recommenced with 
greater intensity on August 3rd, soon subsided. But the Deutsche 
Orient Bank, a German institution which had attracted consider- 
able deposits by offering high rates of interest, decided to close 
its doors on August 3rd, and the Banco di Roma, an Italian bank 
in a similar position, followed its example next day. 

A partial moratorium was decreed on August 4th, postponing 
payment of commercial bills until November 1st. But this 
measure was felt to be insufficient, in view of the possibility of 
extensive failures on the Produce Bourse in consequence of the 
abrupt collapse in cotton. Four public holidays were then 
declared in order to gain breathing time to consider the situation, 
and at their expiration a moratorium was proclaimed on August 
9th for all commercial debts until September 15th, with a reserva- 
tion in favour of depositors in banks to the extent of 5 per cent. 
of their deposits. Under this régime the Deutsche Orient Bank 
and the Banco di Roma were enabled eventually to reopen 
their doors. The Produce Bourse and the Stock Exchanges had 
been already closed. With all its commercial activities thus 
held in temporary suspense, the country addressed itself during 
the next few weeks to the problem of dealing with the coming 
cotton crop. 

This problem presented itself in a twofold aspect, economic 
and financial. 

The facts constituting the economic side of the problem were 
that the crop about to be harvested would probably amount to 
74 or 8 million cantars, while the world’s demand, according to 
the best estimates obtainable, was not likely to exceed 5 millions, 
owing to the diminution in consumption brought about by the 
war. Further, a considerable stock of about three-quarters of a 
million cantars remained to be disposed of from the preceding 
year’s crop, while the cotton crop of America promised to be a 
very large one. In the absence of the financial support required 
to carry forward the surplus cotton, it was to be feared that the 
whole of the Egyptian crop would be offered on a weak market, 
and that the price would be temporarily depressed far below the 

level which would have been maintained had the normal 
machinery of commerce and banking been in operation. 
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The first step decided upon was to reduce the area to be 
cultivated in cotton in 1915, in order to readjust supply to demand 
over the two seasons. A diminution in the area planted would 
no doubt have been brought about by the operation of ordinary 
economic forces, but there were advantages both from the agri- 
cultural point of view and from that of steadying the market, in 
limiting the area beforehand by Government order and in a 
specified manner. 

The question in what manner to hold up the surplus cotton 
of this season until the next was the subject of much controversy. 
Numerous valorisation schemes were put forward, under which 
the Government should control the price by buying up several 
millions of cantars and holding them off the market. These 
schemes neglected the fact that Egypt furnishes only a small 
fraction of the world’s supply of cotton, and that the world’s 
price is governed by that of the largest producer, namely, America. 
The utmost result that might be expected from restriction of 
supply in Egypt would be to maintain the difference of price 
between American and Egyptian cotton at a level consistent with 
the better quality of the latter. An attempt at valorisation in 
the sense of control of the absolute price would resolve itself, 
therefore, into a speculation, with possibly disastrous results to 
the finances of the State, to the cultivators, and to the country 
in general. 

The policy of the Government was directed to strengthening 
the resisting powers of the cultivators themselves, by affording 
assistance, on ordinary banking lines, to those who might require 
it to defray their taxes and indispensable expenditure while carry- 
ing their cotton. The method that recommended itself to this 
end was to make moderate advances on unsold cotton, employing 
the ordinary banking channels for the purpose. An arrangement 
was accordingly made with the National Bank by which advances 
were made to cultivators at 64 per cent. interest, the Government 
guaranteeing the risk of loss on these advances to the extent of 
90 per cent. 

This arrangement was afterwards supplemented by a limited 
scheme of purchase of cotton from small cultivators only. The 
object of this measure was to insure that the fellaheen, who were 
unable to obtain bank advances on their small lots of cotton, 
might be enabled to sell these at market price in the absence of 
buyers in the interior. The purchase price was accordingly fixed 
at a figure corresponding to the market price in Alexandria ; and 
arrangements were made with some of the leading cotton houses 
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to appoint agents in the interior to buy at this price on Govern- 
ment account cotton offered by small cultivators. The risk attend- 
ing a scheme of this nature was not to be compared with that of 
buying up a large portion of the total crop at an arbitrarily high 
price. Such as it was, however, the considerations which in- 
fluenced the Government in undertaking it had no doubt a political 
as well as an economic character. 

Before discussing the effect of these schemes, it will be con- 
venient to turn to the financial aspect of the problem. ‘This in- 
volved not merely the provision of funds for the carrying of 
surplus cotton, whether by means of advance or purchase, but 
also the financing of the operations incidental to the marketing 
and exporting of the bulk of the crop. These operations are nor- 
mally financed by the banks and export houses, by means of their 
own resources, supplemented by credits on the British and Con- 
tinental money markets. The banks import gold currency in the 
autumn to the extent required for additional circulation, and this, 
less any sums which may be retained permanently in the country 
for circulation or for hoards, is re-exported as the season advances. 

At the outset of the present cotton season, it appeared as 
though most of the constituent elements in this system might 
be lacking. The cotton houses could still command credit for 
drawing purposes, but the banks’ liquid resources abroad were 
partly or wholly immobilised, and, in the uncertainty of the 
moment, they showed, with the exception of the National Bank, 
a disposition to refrain altogether from undertaking fresh business. 
Further, the import of gold coin to supplement the currency had 
become for practical purposes impossible. 

An expansion in the issue of inconvertible notes of the 
National Bank offered the means at once of providing a temporary 
additional currency to take the place of imported gold, and of 
counteracting to a considerable extent the diminished power of the 
banks to draw on foreign centres. ‘To the extent to which the 
notes would be employed in financing the cotton as it was sold to 
the spinners in other countries, the credit created abroad by the 
sale of the cotton would serve to pay for imports or debts to an 
equivalent amount, and the notes would eventually return from 
circulation in payment of remittances to meet these liabilities. 

But if the notes were to be issued against unsold cotton 
retained in the country, no corresponding credit would be created 
abroad, yet the purchasing power placed in the hands of the culti- 
vators would be devoted to payment of imports and debts just as 
if such credit existed. Failing the substitution of some other 
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credit abroad for that which would have been created by the export 
of the cotton, the demand for remittances could not be met by 
the banks, and the notes would go to a discount. It was, there- 
fore, essential to make provision of funds abroad as required to 
meet the liability created by operations in unsold cotton, before 
embarking in such operations or issuing paper currency to finance 
them. - 

The only resources immediately at the disposal of the Egyptian 
Government for the provision of funds abroad were the securities 
constituting the investments of its Reserve Fund. But these had, 
as already shown, been heavily earmarked for the coming deficit 
in the revenue, and the balance remaining was far too small to 
finance a scheme which might involve an outlay of many millions. 
Provision was therefore made for an issue of Treasury Bills on 
the London market in case of necessity, and, in view of the uncer- 
tainty attending applications for capital in present circumstances, 
the British Government consented to guarantee such an issue to 
the extent of five millions. 

With this assistance assured, the Government could authorise 
additional issues of notes, backed by its own credit, to the extent 
necessary to supplement the circulation during the crop season. 
Any liability on these notes arising out of operations in unsold 
cotton would not have to be met until the notes should become 
redundant in the circulation and the demand for remittances 
abroad exceed the drawing power of the banks. At this point the 
Government would step in and sell exchange on London on the 
same principle as is adopted by the Indian Government to prevent 
depreciation of the rupee. ‘ 

In thus authorising issues of paper currency and undertaking 
liability in respect of them, the Government was exposed to the 
danger of having to find money for transactions other than those 
connected with the carrying of the cotton crop. At a time when 
the proceeds of the exportable produce of the country were insuffi- 
cient to meet immediate liabilities abroad, it was to be expected 
that bankers would be pressed for advances for the purpose of 
meeting such liabilities, and that their existing deposits might 
be used to a certain extent for the same end. The volume of 
transactions of this nature would not necessarily be limited to the 
amount of notes employed, for the same notes might be used for 
successive transactions. To guard against this danger, therefore, 
it would be expedient to exercise some supervision over the 
business conducted by the banks while this exceptional régime 
was in operation. But while the Government was in a position 
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to follow the affairs of the National Bank through the agency of 
the permanent Government Commissioners to the Bank, to super- 
vise in the same degree the business of other banks presented 
greater difficulty. The matter was further complicated by the 
question of the security to be given by the banks for issues of 
notes to them, which had already arisen in connection with the 
assistance afforded to them to meet the claims of their depositors. 

These difficulties have not in practice proved as serious as 
might have been anticipated. The weaker banks have been too 
much occupied in satisfying their depositors to seek new business. 
The stronger ones, while relaxing to a certain extent their policy 
of abstention, have been enabled, by the growing fluidity of their 
own resources in London, to devote some of these resources to 
business in Egypt, either by selling drafts on London outright 
or by taking out currency in Egypt against deposit of money in 
London in the manner hereafter mentioned. The operations for 
financing the crop have been undertaken to a fairly large extent 
by the National Bank of Egypt itself, by the employment of the 
additional paper currency from its own Issue Department. 

The statutory regulations governing the note issue prescribe, 
as already stated, that at least half of the issue must be held in 
gold in Egypt, and the balance in approved securities belonging 
to the bank. To permit of the expansion of the issue without 
relaxing these conditions, the Government issued short-dated 
Treasury Bills, which were taken up by the bank and used as 
security for the note issue in addition to an equivalent amount in 
gold; the effective liability on these Treasury Bills will only be 
exercised to the extent to which it may be necessary to redeem 
them by selling exchange on London in the contingency already 
discussed. As the note-issue expanded the bank obtained 
authority to deposit in London, as a temporary measure, part of 
the gold required to make up the moiety of the issue, this being 
the only relaxation of the statutory conditions which has been 
found necessary. Facility was at the same time accorded to other 
banks to obtain notes in Egypt against temporary deposits of 
gold in London, thus enabling them to affect resources in London 
for employment in Egypt during the cotton season without risk 
of loss on exchange. 

The marketing of the cotton crop has proceeded, under the 
various arrangements above described, with fair regularity, though 
naturally at a much slower pace than in former years. The 
absence of buyers at the outset caused considerable delay in pick- 
ing, which delay reacted prejudicially on the outturn by facilitating 
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the ravages of the boll-worm. The subsequent revival of the 
demand has steadied prices, which have risen sensibly above the 
lowest levels touched. The resisting powers of the cultivators 
have prevented any considerable glut, and much cotton is being 
held off the market in private hands, besides that which has been 
bought or financed under Government auspices. This latter, 
indeed, is comparatively small in amount, for although the 
Government measures created confidence and protected the small 
cultivators from extortion, the conditions were not so attractive 
as to induce those to have recourse to them who could afford to 
abstain. The total liability of the Government under the advance 
and purchase schemes has not yet reached half a million sterling. 
The surplus to be carried forward into next season will be much 
less than was at first anticipated, owing to the reduction in the 
outturn above mentioned. 

Although sales are proceeding slowly, they have yet taken 
place in sufficient quantity to exceed for the moment the pay- 
ments for imports and debts, and the export bills already nego- 
tiated by the banks have gone to accumulate a considerable balance 
abroad, which is available to be drawn on as required when the 
current sets in the opposite direction. Exchange has ruled at 
rates slightly below par, instead of sinking to the gold import 
point, as is normally the case during the busy export season, and 
exporters have reaped the benefit by obtaining a higher price for 
their bills. 

The circulation of National Bank notes has expanded under 
the forced currency régime from L.E.1,800,000 at the end of 
July last to L.E.7,500,000, which figure is hardly likely to be 
exceeded. Upwards of a million of this increase is accounted 
for by the retention of gold formerly in circulation, but, allowing 
for the absorption of silver mentioned below, the real expansion 
of the currency is about 5} millions, an amount less than the 
expansion in the gold and silver circulation which has taken place 
in recent years, but more than might have been expected in view 
of the lower prices and slower movement of the crop this season. 
Restriction of credit has probably accounted for some increase in 
the employment of money for current exchanges. The gold held 
in the Issue Department in Cairo and London amounts to 
L.E.4,500,000, this representing more than the requisite moiety 
of the notes issued, which (comprising both those in circulation 
and those held by the bank) amount to L.E.8,150,000. The 
extent to which Government credit, in the shape of local Treasury 
Bills, figures in the representation of the note-issue is 
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L.E.1,800,000. Taken in conjunction with the credits already 
accumulated abroad for cotton sold, which amount to several 
millions, the position is at present a strong one. 

The replacement of gold by notes in the circulation has been 
accepted by the public as incidental to the present abnormal con- 
ditions. But their preference for coin has not failed to show 
itself when opportunity has offered, and has caused considerable 
embarrassment to the Government by taking the form of an 
unprecedented demand for silver currency. The Government had 
adopted the policy of always keeping a large reserve of silver coin 
in readiness for the temporary demand during the cotton season, 
on account of the uncertain character of this demand and the 
long delays involved in ordering new coin from abroad. In July 
last this reserve had accumulated to more than its normal maxi- 
mum by contraction of the circulation, and amounted to as much 
as L.E.1,200,000. Nearly the whole of this sum has been since 
absorbed into the circulation. Any attempt to stop the outflow 
would have sent the silver coin to a premium and caused the 
greatest inconvenience. The Government was compelled to con- 
template at one moment the issue of small notes of 10 piastres 
(two shillings). But it is believed that the demand has now 
attained its maximum and that this expedient may be avoided. 

The moratoria which were put into force in August have 
been since extended from time to time, their conditions being 
relaxed by degrees until January 31st, after which date all debts 
become payable in full. Bank deposits have been payable in full 
since December 31st, and the banks have met all claims upon 
them ; most of the leading banks had, in fact, not taken advantage 
of the moratorium at all, but had paid claims in full while it was 
in force. The existence of the moratorium has naturally counted 
for much in the delay in the recovery of commercial debts which 
has already been noted. The restoration of normal relations 
between creditors and debtors will tend to clear the situation 
without producing any sudden avalanche of failures; for while, 
on the one hand, a portion of the debts has already been made 
payable, on the other hand the delays given have enabled arrange- 
ments and compositions to be made in anticipation of the final 
disappearance of the moratorium. 

Among other emergency measures taken by the Government, 
those connected with the Produce Bourse, with the purchase of 
gold ornaments and with supplies of foodstuffs deserve special 
mention. 

The sudden disorganisation of the cotton market at the be- 
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ginning of August created a very precarious situation on the 
Produce Bourse in Alexandria. The outstanding contracts open 
for future delivery were considerable, and the liability to pay 
heavy differences on these contracts threatened to bring about the 
failure of some important houses in Alexandria. The Committee 
of the Bourse thereupon decided that all outstanding contracts 
should be closed at a price fixed arbitrarily by the Committee. 
This action aroused much protest, as the cotton exchanges in 
other parts of the world had adopted no such measure, and those 
who had commitments open for sales in Alexandria hedged by 
purchases in Liverpool, found their gain cut short on the one 
market while they were exposed to indefinite loss on the other, 
a loss which, the markets being closed, there was no means of 
arresting. The Government found it necessary to intervene by 
suspending the Bourse Committee from its functions, rescinding 
the decision in question, and appointing a provisional Committee 
to take the matter in hand. In spite of considerable difficulties, 
the whole of the complicated operations involved were eventually 
arranged to the satisfaction of the parties interested without arbi- 
trary action and without bringing about any failures. A Com- 
mittee has now been appointed to make recommendations with a 
view to the better organisation of the Produce Bourse. 

Anticipating that the fellaheen might be compelled to realise 
some of their gold hoarded in the shape of ornaments in order to 
pay their taxes, and to insure that in this case they should obtain 
full value, the Government made special arrangements for pur- 
chasing gold ornaments offered in payment of taxes. Advantage 
was taken of these arrangements to a very limited extent, only 
about L.E.20,000 worth of ornaments having been purchased ; 
but the scheme was beneficial in that it compelled the local gold- 
smiths to give a fair market value for the gold ornaments brought 
to them by the fellaheen. Further amounts in gold bullion have 
been purchased by the banks to the extent of about L.E.300,000. 
This represents only a small fraction whether of the total gold 
accumulations of the country or of its immediate liabilities. 

On the outbreak of war, the sudden disorganisation of com- 
merce and shipping gave rise to anxiety concerning the adequacy 
of supplies of foodstuffs and other articles of necessity, and the 
prices of some commodities, especially coal, underwent a tem- 
porary inflation. A Decree was immediately issued prohibiting 
the export of foodstuffs, a Commission was appointed to study 
the question of supplies, and local Commissions were set up to 
fix maximum prices for certain common articles of consumption. 
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The apprehensions which dictated these measures have happily 
not been justified by events. If imports have been cut off or 
diminished, the deficiency has been offset by decreased consump- 
tion or increased production in the country, or both combined. 
Thus, all danger of a scarcity of cereals has been averted by the 
harvesting of an exceptionally large maize crop. The withdrawal 
of supplies of live stock from Syria has been met partly by 
increased imports from the Sudan, partly by diminution of con- 
sumption. Decreased consumption of sugar has left Egypt with 
a surplus production available for export, whereas normally the 
production requires to be supplemented by imports from foreign 
sources. ‘The general level of prices has subsided since the first 
rise, and although certain articles, such as coal and wheat, com- 
mand higher prices than before the war, there is now no lack of 
supplies of the bare necessaries of life at prices at or below the 
average. In these circumstances, the restrictions on exports are 
being removed by degrees, and those on prices will no doubt 
follow. The wisdom of such measures, even at a moment of 
dislocation of trade, is somewhat doubtful, and the expediency of 
revoking them as soon as the current of trade begins to flow again 
through its accustomed channels can hardly be questioned. 

The position of the local Stock Exchange merits a passing 
mention. The securities quoted on it are confined to the shares 
and debentures of local companies, and the former are held very 
largely by private persons who purchased them during the boom 
and obtained advances from the banks to carry them, at rates 
exceeding the yields on the securities themselves. The crisis of 
1907 produced an immediate fall in prices, and reduced the share 
market from a state of speculative activity to one of stagnation, 
in which it has remained since that time. Large quantities of 
securities are still held by the banks under advances of long stand- 
ing, and such forced liquidations as have been necessary from 
time to time have been carried out with difficulty owing to the 
scarcity of buyers. These unsatisfactory conditions have been 
rendered still worse by the war, and the prices at which sporadic 
unofficial dealings have taken place since the closing of the Stock 
Exchange have been sensibly below the quotations of last July. 
It has been suggested that, in conjunction with the reopening of 
the Exchange, some protection should be extended to those who 
have borrowed on securities from the banks. But the circum- 
stances in which the advances have been made can hardly justify 
exceptional measures in favour of this particular class of debtors. 

While the measures taken during the present emergency have, 
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on the whole, served their purpose adequately, their application 
would have been rendered in some respects easier and more 
effectual but for the existence of certain defects in the financial 
and commercial machinery of the country. Apart from the salu- 
tary effect on the general habits of the people which may be 
expected to result from the crisis, it is to be hoped that it will 
also open the way to some organisation of agricultural interests, 
to improved methods of trading, to a better regulation of the 
cotton market, and to a more self-dependent, cohesive, and 
organic banking system. 

Finally, as regards the currency, although the measures 
adopted for dealing with it were probably the best adapted to the 
circumstances, and the artificial system thereby created has even 
been attended with certain special advantages, it is not to be 
inferred that under normal conditions these advantages are worth 
the acquisition at the price of forced currency with its attendant 
difficulties and dangers. Even the saving to the country of the 
cost of importing and re-exporting gold during the cotton season 
would be counterbalanced to a considerable extent by the necessity 
of keeping very large reserves of coined silver. The policy to be 
advocated is one which, while preserving the fluid and automatic 
currency system which has served the country so well for genera- 
tions past, would encourage by all means possible the extension 
of the use of notes in the interests of economy and elasticity. 
The temporary institution of forced currency has served usefully 
to make the people more generally acquainted with paper money, 
and there is more than one direction in which steps might be 
taken to give it a larger place in the circulation. But an essential 
condition for the promotion of confidence in the note is to preserve 


its convertibility. 
A CORRESPONDENT IN Eaypt. 
January 29th, 1915. 




















CLOTHING THE ALLIES’ ARMIES. 


SUITABLE clothing equipment is really as necessary for the 
Allies’ forces in the field as are boots, armament, and food supply. 
It has been the task of the woollen and worsted industries of the 
West Riding to meet the need for clothing equipment. 

As soon as the war began inquiries were made in various 
districts of the West Riding as to the supplies of cloth, yarns, 
shirting, blankets, corduroy, etc., available, but for several weeks 
the inquiries did not materialise into orders. Hence, during this 
period many firms in these industries felt severely the general 
depression which overtook most home industries. 

This was all the more serious in that trade conditions within 
them had for some time been tending towards depression, and 
the outbreak of war stopped the lucrative and extensive export 
business formerly done with the Continent in yarns, tops, fancy 
woollens, and fine worsteds. An indication of the importance of 
the latter fact is that many millions of pounds were outstanding 
to the credit of firms between Bradford, Huddersfield, and Leeds 
from German debtors when war broke out. The loss of overseas 
connections to these trades generally, both in markets and raw 
materials, the shrinkage in demand from the home market, the 
losses of manufacturers and merchants on large stocks ready for 
autumn and winter, the high prices and scarcity of wool, rags, 
and dyes, added further to the difficulties of the situation. 

With September the position suddenly changed altogether, 
and feverish activity took the place of depression to such a 
degree that it seemed impossible for these industries to meet the 
enormous demands placed upon them. That this has been accom- 
plished (despite the heavy demands upon these and other indus- 
tries of the West Riding for war materials’ and recruits) is no 
small tribute to the efficiency of their organisation, personal and 
material, and is itself a most interesting economic phenomenon. 

1 Among these rank importantly chemicals and dye-stuffs, explosives, iron and 
steel, leather, boots, leather accoutrements, electrical equipment, etc, 
No. 97.—VOL. XXV. H 
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Clothing equipment—in the form of uniforms, great coats, 
flannel shirtings, underclothes, hosiery, blankets, corduroy—is 
essential for the success of an army in the field, especially when 
faced with the certainty of a severe winter campaign. Practically 
all the factories for producing woollens and worsteds on the 
Continent were in the possession of the German forces, as at 
Roubaix-Tourcoing and most of the Pas de Calais centres, and all 
the Belgian factories; and work in the Russian mills in Poland 
was seriously dislocated. The millions of men added to the 
Allies’ forces in the British Empire, France, and Russia all 
needed new clothing equipment; orders poured into the West 
Riding from each of the Allied countries—khaki and blue serge, 
great coats, blankets for the British, blue and blue-grey cloths 
for France, Servia, and Russia. In the form of cloth, ready- 
made uniforms, yarns, tops, blankets, the demands seemed to 
be endless and impossible, especially in view of several unfavour- 
able conditions :— 

(1) The supplies of wool and rags were scarce, high in price, 
and seriously endangered by the difficulties of transport and 
foreign exchange. The prompt action of the Australian Govern- 
ment in restricting wool sales to the Allies’ buyers, the work of the 
Navy in stopping the careers of German commerce-raiders in the 
South Atlantic and other waters, the Government facilities for 
traders, bills of exchange, and the priority of wool transport at 
certain ports, all greatly eased the pressure of these difficulties. 

(2) For many years the woollen and worsted industries have 
been mainly dependent upon Germany for their supply of synthetic 
dyestuffs, especially ‘“‘anilines.” The shortage which quickly re- 
sulted from the war seriously threatened to stop dyeing operations 
in these industries, especially for the much-needed khaki colours. 
This difficulty has not been altogether overcome yet, nor can it be 
until the national schemes for producing dyestuffs have developed, 
but several methods were utilised to meet the urgent needs of the 
industries. ‘The producers of dyewares in the West Riding and 
other parts of the country sought to increase their production by 
every means, and Government action was taken to bring all 
supplies of dyes into the market. Further supplies were sought 
from Switzerland and the United States, and vegetable substitutes 
were tried with considerable success. Above all, two West Riding 
dye chemists made a discovery of enormous importance to the 
woollen and worsted industries and the whole of the dyeing and 
textile industries at the present time, viz., a reagent by means of 
which the British “sulphur dyes” could be used for worsted and 




















woollen goods, mixtures, and for animal fibres generally, without 
destroying the animal fibres. By such means the difficulties 
arising in connection with the dyeing operations were combated. 

(3) The withdrawal of men for the Army and Navy, the 
heavy demands for labour made by other West Riding industries, 
tended to create a scarcity of labour in the woollen, worsted, and 
tailoring trades. This difficulty was aggravated by the fact that 
even with the normal personnel of these trades, it seemed to be 
mechanically impossible for the equipment and organisation of 
the latter to meet the demands placed upon them. 

These difficulties have been successfully overcome, and the 
heavy demands of the millions in the field and in training have 
been met, while at the same time the home trade has been 
supplied largely at the same prices as before, foreign trade, 
outside the war area has been held, and the attack on markets 
formerly held by Germany has been vigorously prosecuted. 

The first necessity was to secure an adequate supply of labour, 
for which purpose the following steps were taken :— 

(a) Suspension of the Factory Acts respecting overtime, where 
urgent Government orders were concerned, as a temporary 
measure. 

(b) Great increases in the “working time” by means of night 
work, Saturday, and even Sunday work, double shifts and system- 
atic overtime, as far as the personnel of the various mills made it 
possible ; and in the case of tailoring outwork was extended. 

(c) Heavy demands were made upon that vast reserve of 
labour for the woollen and worsted industries unaffected by enlist- 
ment, viz., female labour, especially married women engaged in 
the mills previous to marriage. From the point of view of the 
present activity in these industries the normal preponderance of 
female labour gave a great advantage, since quite two-thirds of 
the 127,148 females engaged in woollen and worsted manufacture 
are located in the West Riding. 

(d) Arrangements were made, particularly through the 
Labour Exchanges, to bring into the West Riding numbers of 
the unemployed spinners and weavers from the adjoining Lanca- 
shire cotton areas, so seriously injured by the war ; also, wherever 
possible, Belgian refugees, from Liege, Verviers, and Ghent, 
familiar with woollen manufacture, were set to work at the 
current rates of wages, to the number of several hundreds. 

(e) By means of arrangements between employers’ and 
employees’ associations friction was avoided and arrangements 
facilitated in order to meet the extra strain upon the personnel 
H 2 
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of the mills. In a number of cases enlistment from mills engaged 
upon urgent Government orders was discouraged for the time 
being, especially in the preparing and spinning sections of the 
industries. 

(f) Considerable drafts of unskilled workers were obtained 
from the general labourers of other trades, unemployed on 
account of the war; also workers were drafted from one depart- 
ment of a,mill or section of the industries to others according to 
the pressure of work within them, wherever the training and skill 
of the employees made this possible. 

By such means the difficulties of labour supply were com- 
bated, and the solution of technical difficulties greatly facilitated. 
In order to ensure that the existing enterprises were being 
utilised to the fullest capacity, a Government inquiry was made 
as to the conditions at the various mills: the total capacity, 
orders in hand for the Government or the general trade, diffi- 
culties as to supply of labour, wool, dyes, machinery, etc. That 
the mills were doing their utmost was proved by the fact that 
the proposals for the State to take them over were not adopted, 
although arrangements were made for giving preference to orders 
for the Allies, for help from Government departments in any 
difficulties, and for co-ordination of the contracts for materials. 
The latter was necessary to prevent any mills getting a surplus 
of orders while others were left below their full capacity. <A 
further advantage came from the fact that in many cases urgent 
orders were shared between a number of firms. 

The preparing and spinning departments in most mills were 
unable to supply the enormous demands for weft yarn; but by 
speeding-up production and laying down new machines, the 
weavers on Army cloths were kept going. The supplies of yarn 
for hosiery and general worsted trades suffered considerable 
decrease at times. In order to facilitate production the Army 
authorities agreed to accept blue cloth for the training period of 
“Kitchener's Army,” khaki cloth “approximately” that colour, 
and cloths dyed in the piece, or made of worsted yarns. In the 
latter respect the firms of the Bradford districts were greatly 
helped, for as the centre of worsted spinning, top making, and 
piece dyeing for Continental trade, these districts had been badly 
hit, and their plant was not well adapted for making the heavy and 
mixed woollens usually required for service and special cloths. 
As the new arrangements within the industry developed, the 
output of cloth increased, hundreds of miles being produced each 
week. In the districts of Huddersfield, the Colne, and Holme 
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valleys the output of the woollen mills alone from some 5,000 
looms has been estimated at 250 miles of army cloth per week, 
exclusively of general cloths. 

Meanwhile, despite assertions to the contrary made from 
certain directions, but not from official quarters, the quality of 
the cloth has been maintained. This is a very important con- 
sideration in view of the severe strain upon clothing equipment 
in the “trench and siege” warfare. The normal severe tests for 
Government cloth are maintained. Khaki must weigh 1 lb. 4} oz. 
to 1 lb. 53 oz. per yard. Samples taken from any part of the 
piece pulled against a dead weight must stand a pull of 430 lbs. 
across the warp, and 400 lbs. across the weft. The elasticity 
before breaking for khaki is 3} ins. across the warp and 23 ins. 
across the weft. In the early part of the war stocks of cloth 
below the standards were taken by the military authorities in 
view of the urgency of the case, but since then the quality has 
been maintained. Prices have, however, risen considerably, the 
ordinary khaki being 4s. to 5s. a yard by November. This 
increase is unavoidable in view of the higher labour costs, the 
scarcity and consequent dearness of the cross-bred wools which 
are so necessary, the increased costs of transport and of various 
raw materials—dyes, fuel; cotton yarns, rags, shoddy, and 
mungo for mixtures like the heavy cloths. Arrangements have 
now been made for the sale of cloths for Government use at 
uniform general prices. 

Meanwhile the districts around Dewsbury and Batley have 
been turning out blankets, mixtures, and heavy cloths in enormous 
quantity. ‘Towards the Lancashire border of the West Riding, 
and also at Rochdale, the making of flannels for shirting and 
underclothing has been the main activity. 

In addition, the West Riding centres have been tailoring 
millions of uniforms at the various wholesale factories. Orders 
for the normal general tailoring trade have been delayed consider- 
ably, despite the decrease in the demand for men’s civilian 
clothes as the volume of enlistment increased, and of tailored 
clothes generally as motives of economy restricted purchases of 
the general public. The detention of alien machinists is said to 
have caused considerable difficulties in some of the tailoring 
factories, but this difficulty has been met, and enormous demands 
have been made upon outwork and overtime work, and the female 
labour reserve of this trade in married women, girls, and females 
extensively unemployed in certain of the other local trades. 

Of course, the mills of the Tweed valley, and of the Stroud 
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districts have been adding to the supplies of cloth produced for 
Army purposes, but the nature of their normal trade—expensive 
tweeds, fine quality broad cloths and woollens—does not assist 
them as does the normal function of the West Riding mills, viz., 
“to clothe the millions.” Large supplies of heavy flannel have 
come from the water-driven mills of Central and West Wales, and 
of cotton shirtings and khaki overalls from some of the Lancashire 
mills. Some of the woollen mills of Canada and the United 
States have also contributed a quota of yarns and cloth. 

But the principal source of supply for the clothing equipment 
has been the West Riding, as can be graphically realised from 
a visit to any of its large textile centres towards evening. The 
scores of factories along the valleys and the hillsides are ablaze 
with light from the hundreds of casements, and remain so till 
morning. The roads are lined with wagons and motor lorries 
conveying bales of cloth and uniforms marked for delivery at the 
various military depéts of the Allies—from Pimlico, Marseilles, 
Havre, to Archangel, Antivari, and Cairo, crates of hosiery wools, 
yarns, and tops, or half-finished materials passing between mills 
engaged in various processes. Merchanting and packing depéts, 
tailoring factories are also centres of the fullest activity. These 
and many equally important factors are contributing to achieve 
that essential task of clothing the millions of men forming the 
Allies’ Armies. 

Even then their task will not be completed, for the arrears on 
the general trade, at home and overseas, will have to be made 
good, to say nothing of the shortage due to the stoppage and 
probable destruction of the mills in France,’ Belgium, and 
Poland, and the exhaustion of stocks of the mills and the 
merchants. 

A noteworthy feature has been the untiring efforts of the 
personnel of the industries, for while the iron sinews of the 
machinery are untiring, the workers, especially the female and 
younger sections, have been showing signs of the strain of the 
extra work. The worst is now over, and feverish activity has 
abated into a steadily stimulated production. On all sides, how- 
ever, the workers express their preference for the super-busy 
trade, despite the added strain, in place of the enforced idleness 
or “playing” for several days per week that was the immediate 
prospect on the outbreak of war. 

It is interesting to note in this respect that at the beginning 
of the year the Home Office ordered anticipated reduction to be 
made in the overtime for women and young persons to a maximum 
weekly overtime of nine hours, and no overtime for those under 
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sixteen years of age. Conferences between representatives of 
the employers and employees and the Factory Inspectors have 
drawn attention to the greatly increased number of accidents in 
the heavy woollen mills during the period of very extensive over- 
time—at least one accident a day during the December quarter. 
During the last six months of 1914 there were twice the number 
of accidents that occurred in the corresponding period of 1913. 
This is attributed to the extra strain on the personnel of the mill 
rendering them less alert in watching every detail. The secretary 
of the employees’ union stated that the protracted strain of extra 
time had been accompanied by a remarkable increase in illness 
among the textile operatives in the heavy woollen mills, ‘‘ probably 
one-third more cases on the Approved Societies’ books” during 
December than in September and October. This has been 
especially noticeable among the married women who often have to 
do their own house work in addition to the mill work. 

As an example of what the proper direction of an industrial 
organisation and loyal co-operation of employers and employees 
can do in time of stress, the record of the woollen and worsted 
industries during the past months affords many valuable lessons in 


practical economics and industrial organisation. 
G. R. CARTER 


Nors.—In view of the great importance to the British textile and dyeing trades 
of the discovery of the process enabling sulphur dyes to be used for animal as well 
as vegetable fibres, the following technical note is appended. The British chemical 
trades produce heavy chemicals—the various acids, &c., and the ‘‘ intermediates,” 
from which chemical dyestuffs and fine chemicals are made. The excellence and 
cheapness of the German synthetic chemicals gave them a practical monopoly of the 
trade, over the British dyestuffs and natural (vegetable) dyes. The ‘‘sulphur” group 
of dyestuffs are obtained from comparatively simple intermediate products, all of 
which are quickly procurable in England, where they have been manufactured for 
many years despite the competition of German synthetic dyestuffs (especially 
‘“‘anilines”). The plant necessary for preparing the sulphur dyestuffs from the 
‘¢intermediate” products is also cheaper and less complex, so that manufacturers can 
put large quantities on the market much more quickly than could be done with others. 

Hitherto the sulphur dyestuffs have only been successfully applied to vegetable 
fibres (cotton, linen, &c.), since they destroyed animal fibres (wool, alpaca, silk, &c.). 
The new process of Lodge & Evans (of the Huddersfield Technical College) enables 
sulphur dyes to be used for dyeing goods made of animal fibres, or of animal and 
vegetable fibres (union goods, &c.). 

The sulphur group of colours, as a class are of excellent resistance to light, 
sea-air, washing, and wearing, and also to the manufacturing processes. The tests 
by official departments and with bulk quantities have proved highly satisfactory, and 
the commercial success of the discovery is being proved by its extended use in the 
various mills throughout the country. Its value is therefore obvious since the 
national projects for increasing the home production of synthetic dyestuffs formerly 
supplied by Germany cannot mature for years; the sulphur dyestuffs now offer 
immediate resources for all classes of work, and permanently a good alternative 
or substitute for future use should the German synthetic dyes again pour into our 
markets. The gain to British textile dyeing trades is therefore very considerable. 














THE INFLUENCE OF THE WAR ON EMPLOYMENT. 


i. 


Since the outbreak of war two reports upon employment have 
been published by the Board of Trade. The first report,! dealing 
with the state of employment in October, was discussed in the 
December number of the Economic JouRNAL. The second report? 
deals with the state of employment in December. It is based 
upon returns received from 23,000 industrial firms employing 
about 4,000,000 workpeople, or 43 per cent. of the industrial 
population. This is a good sample, and the inquiry has thus 
been, so far as industrial occupations are concerned, exceptionally 
exhaustive. Figures of this reliable nature are not given for 
agriculture, the railways, the docks, commercial, professional, or 
domestic occupations ; but a certain amount of information with 
regard to them is included in the report. 

Everywhere the tale is one of a steadily increasing demand for 
labour. Where unemployment existed in October it has since 
diminished, and where there was then a shortage of labour it is 
now much more seriously felt. The broad results for industrial 
occupations can be seen at a glance from Table I. 


TABLE I. 


State of Employment in September, October and December compared with the 
period before the War. Proportion of Employees on Full Time, Short Time, 
Overtime, Joined the Forces, dc. 





Males. Females. 


Out of every 100 
employed in July. 





September. | October. | December. | September. | October. | December. 





Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
Still on full time 60-2 66-8 65:6 53-5 61:9 66-9 





On overtime... 3-6 5-2 13-0 21 59 10-8 
On short time ... 26-0 17-3 108 36:0 26-0 19-1 
Contraction of 
numbers employed 10-2 10:7 10°6 8-4 6-2 3-2 
Known by em- 8&8 10-6 13-3 — — — 
loyers to have 
joined the Forces. 
Net displacement — 1°4 —0°1 + 2°7 — 8°4 — 62 — 3°2 
(—) or replace- 
ment (+). 


























1 Report of the Board of Trade on the State of Employment in Mid-October, 
1914. Cd. 7703. 

2 Report of the Board of Trade on the State of Employment in the United 
Kingdom in December, 1914. Cd. 7755. 
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It is clear from this table that there is a considerable difference 


between the case of males on the one hand, and of females on the 
other. After allowing for enlistment, 2°7 per cent. more males 
were employed in December than in July. Thus, as the report 
observes, “the war has actually reduced the numbers unemployed 
in July by absorbing a proportion of them into industry.” In 
addition to this, the number of males on overtime exceeds the 
number on short time. Taking one thing with another, the 
demand for male labour is considerably brisker than usual. This 
is a very different state of affairs from what at one time seemed 
likely. The Board of Trade, which set out, it may be assumed, 
to investigate a surplus, has found itself recording a scarcity of 
male labour. The centre of interest has shifted from the indus- 
tries where there is unemployment to the industries which are 
calling for more men, and the industries where there is a surplus 
are now chiefly of importance as suggesting possible fresh sources 
of supply. The question is no longer one of how far recruiting 
will absorb the surplus of the labour market; it has become one 
of in what directions recruiting can expand so as to do the least 
injury to trade. Perhaps nothing more strikingly illustrates the 
change that has come over the situation than the fact that in 
the cotton trade, which has been one of the principal depressed 
industries, the shortage of “piecers,” of whom a number have 
enlisted, is already causing widespread concern. 

Women, on the other hand, still show a displacement figure, 
which amounts to 3°2 per cent. of those employed in July. This 
is only half of the corresponding figure for October, and the 
greater part of it is accounted for by a single industry; for if 
Lancashire and Cheshire, where the cotton trade predominates, 
are excluded from the calculation, the figure becomes only 12 
per cent. The short-time figure for females has diminished less 
rapidly, and remains at 19°1 per cent. Ina number of industries 
which affect large numbers of women there is a certain loss of 
employment which has taken almost entirely the form of short 
time. Linen, jute, and the potteries are notable cases. There 
is thus an appreciable loss of employment on the part of women, 
but not an amount which can fairly be described as serious. 

The results by industries are shown in Table II. The indus- 
tries are grouped under three headings defined in the report in 
the following words :— 

“1. Industries in which there is a marked shortage of male 
labour, and in which it has been necessary to attract men from 
the outside. 
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“2. Industries which are in a fairly normal condition as 
regards male labour. 

“3. Industries in which the contraction of numbers employed 
is considerably greater than the withdrawal of men for the forces.” 

Thus only in the building, cotton, furniture, brick and stone, 
and tinplate trades has there been any appreciable displacement 
of men. 

In all these industries, with the exception of building, and 
brick and stone, the displacement figure has diminished since 
October, and in the case of the building trade the unusually low 


TaBLeE II, 


State of Employment im October and December compared with the Period 
before the War. (Number employed in July=100.) 























MALEs. 
October, 1914. December, 1914. 
Gross Gross 
Approxi- [Contrac- Net [Contrac-| Known| Net | 
mate _ tion (—)} Known |displace-ftion (—)/ to have |displace- } 
Industrial | or Ex- |to have | ment } or Ex-| joined | ment ] On | On 
Trade Groups. | Popula- [pansion | joined | (—) or [pansion the (—) or J Short | Over- 
tion, (+) of the jreplace- | (+) of | Forces. | replace-{ Time. | time. 
Census, Jnumbers} Forces.| ment fnumbers ment. 
1911. em- (+). em- (+). 
ployed. ployed. 
Per Per Per Per Per Per Per Per 
Group I. cent. cent. cent. cent. cent. cent. } cent. | cent. 
Coal and other | 1,164,000 | — 8-0 10-1 2°1 | —10-4 13-7 | + 3°3 J 14-1 0-6 
mines 
I dSteel | 311,000] — 70] 106)+ 369)— 75] 13-9|)+ 64] 7-1 | 121 
Shipbuilding 164,000 | — 9-1 11-4|+ 2°93], — 60 13-6 |+ 76] 1:3 | 33-4 
Engineering 567,000 | —12°0 12:2 |+ O72 | — 8&7 14:6 |'+ 5°91 5-7 | 27-0 
Wool and 129,000 | — 2:1 48)+ 2°71 + 0-7 72/+ 79] 59 | 29-5 
Worsted 
Boot and Shoe 199,000 | — 6-2 67)+ O58] — 33 9-9 |\.+ 66 1:3 | 27-9 
Leather, &c. 116,000 | — 7:6 13-8 | + 624 — 63 16-6 |}+10°3 | 4:5 | 29-8 
Chemicals... 121,500 | — 62 12-2 |+ 60} — 3:3 15-4 | +12°1 2:4 | 13-2 
Timber aa 69,000 | — 9-9 10-2|}+ O3 | — 62 14-2 | + 8°0 J 12:5 | 13-9 
Hosiery - 18,000 | — 1-1 67|\|+ 56I— 07 751+ 6B] 3:0 | 22-2 
Food oe 314,500 | — 66 10-8|+ 42], — 56 13-4|)}+ 78] 27 | 12-7 
Group II. 
Clothing... 235,000 | — 11-2 10-4 | — 0°8 | —141 12:'5 | — 1°6] 16-9 | 12-2 
Paper and 242,000 | —11-7 10-2 | — 1°5 | —12-2 12:5 | + 0O°3 | 12-1 12:3 
rintin 
China, a 83,000 | —11°5 11:2 | — 0°3 | —11-2 13-3 | + 2°14 | 19-5 2-6 
Glass 
Linen, Jute, 58,000 | — 7:7 126|+ 49 7T— 82 15-0 | + 6°8 | 31-1 4:5 
Hem - 
Cycle on d 202,000 | —17:8 11:8 | — 6°0 | —17-5 143 |}— 32] 9:0 | 19-9 
Motor ; Car- ; 
riage and 
Wagon 
Building 
Group III. 
Building ... | 1,022,500 | —14:0 95 |— 4°5 | —21-5 12:2 |— 9°3 9-2 6-3 
Brick & Stone 78,000 | — 15-7 11:0 |— 4°7 | —20-2 13-5 | — 6°7 | 19-2 4:3 
Furniture... 132,000 | — 21-4 10-9 |—10°5 | —20°3 13:5 | — 6°8 | 19-7 6-7 
Cotton w. | 254,000 | —17-1 7-0 |—10'1 | — 13-3 96 |— 371 30-4 | 1-6 
Tinplate’... 22,500 | —11-7 7-8 |— 3°9 | —11:5 8&3 | — 3°2 | 27-8 3-1 
Total (in- 7,000,000 | —10-7 10-6 |— 0°1 | —10°6 13-3 | + 2°74 10-8 | 13-0 
cluding 
other trades). 
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FEMALES. 
ee December, 1914. 
APhdustrial’ | Contraction | c 
ndustria ontraction ‘ontraction 
Trade Groups. Pha omg —) or ( ap On Short On 
ensus . J expansion (+ J expansion (+ pa ; 
of Numbers | of Numbers Time. Overtime. 
employed. employed. 

Group I. Per cent. Per cent. Per cent. Per cent. 
Engineering asi 20,000 + 22 + 12:3 0 28-1 
Wool and Worste 158,000 — 19 + 31 8:5 25°8 
Boot and Shoe ... 49,000 — 17 — 10 2-6 21-0 
Leather, Leather 35,000 + 20 + 10-1 7:3 22:5 

goods, Canvas, 

Rubber, &c. 
Hosiery 52,000 + 52 + 78 51 20-5 
Food 103,000 — 11:8 — 83 6:3 14:3 

Group II. 

Clothing ... aa 994,000 5-2 — 32 14-5 14-1 
Paper and Printing 116,000 — 65 — 60 16-9 10-4 
=. Pottery and 34,000 — 48 — 19 34-9 1-6 
ass 
Linen, Jute and 112,000 — 08 — 14 40-0 2-6 
emp 
Cycle and motor; 11,000 — 12:4 — 51 7-6 5 
Carriage and 
Wagon Building 

Group III. 

Furniture ... 22,000 — 12:7 — 84 20-6 3:7 

Cotton 386,000 — 142 — 93 34-0 0:8 

Totals (includ- | 2,250,000 — 62 — 32 19-1 10-8 
ing other 

trades) 




















percentage of men who have lodged their books to obtain unem- 
ployed benefit under the Insurance Act shows that only a small 
part of the men displaced have been unable to find other work. 
The trades where there is a marked shortage of male labour 
form a more imposing list, and, as has already been remarked, 
it is these trades which now deserve most attention in a review of 
the industrial situation. The timber and chemical trades have 
both benefited by the diminution of foreign competition; but 
most of the industries in Group I. have their place there as the 
direct result of the vast demands which the British Government 
and in addition the Governments of the allied Powers are making 
in connection with the war. The leather, boot and shoe, engin- 
eering, shipbuilding, and iron and steel trades are all exception- 
ally busy on Government orders. Each of these industries, of 
course, has had to undergo a fundamental transformation of 
character. In the words of the report, ““the employment figures 
are thus not very far from normal, but they do not indicate that 
the war has had a small effect on the industrial system. On the 
contrary, there has been a big transformation of industry. . . 
The most noteworthy feature of the situation is that so important 
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a transition should have been effected so easily and with so little 
unemployment.” 

The prosperous condition of the British labour market to-day 
is, indeed, a tribute, not so much to the stability, as to the adapt- 
ability of the British industrial system. Perhaps the key to the 
situation is to be found in the extent to which Government orders 
have fallen to the group of metal trades—engineering, shipbuild- 
ing, iron and steel. On the one hand, no group of trades suffer 
more severely, as a rule, in an industrial depression ; on the other 
hand, in no group of trades is skill less specialised or more easily 
transferred from one kind of work to another. Just in those 
industries where it was most important that there should be 
Government orders to maintain demand, and a type of workman 
who could be easily adapted to new work, both Government orders 
and adaptability of skill were forthcoming. Professor Marshall, 
in his “Principles of Economics,” pointed to the arrival of the 
engineer with his unspecialised skill as a factor likely to make 
for industrial stability. ‘In old times,” he wrote, “it would have 
been very small comfort to watchmakers who happened to be 
suffering from a diminished demand for their wares to be told 
that the gun-making trade was in want of extra hands; but most 
of the operatives in a watch factory would find machines very 
similar to those with which they were familiar if they strayed 
into a gun factory. . . .” 


It is something of that sort which is happening to-day. 
H. D. H. 














THE WAR AND THE COTTON MARKET. 


THE cotton industry seemed to be in a peculiarly perilous 
position at the outbreak of hostilities, because of its dependence 
on so complex an organisation as the cotton market. In the 
course of years most of the risks connected with the prices of 
material and output had been rolled away from spinners and 
manufacturers. These risks now tower on the right and left, 
so to speak, accumulated on dealers in cotton and dealers in the 
output respectively; and when the war began the former in 
particular threatened to fall back on producers, like the waters 
of the Red Sea on the Egyptians, and overwhelm them. 

The ready creation and easy marketing of “futures” (in which 
the uncertainties arising out of the price movements of cotton 
are concentrated) are assumed in the conduct of business to-day. 
The spinner can hedge against an order for the future by purchas- 
ing futures for the prescribed month of delivery. Or, if the price 
of his yarn is to be contingent on market oscillations, he may 
insure himself against loss, in case of a fall in price, by selling 
futures; and these sales may eventually be taken over by the 
purchaser of the yarn, when the latter has not already protected 
himself against a possible drop in the value of the cloth which he 
intends to manufacture or to have manufactured. If producers 
could not thus protect themselves, and would not run risks, 
shippers and home traders would either have to speculate or suffer 
the handicap of not being able to quote definite prices to clients. 
Again, cotton brokers are enabled to liberate producers from all 
anxieties about the price of their raw material through the facili- 
ties for hedging which futures afford. Finally, the importation 
of cotton is engineered by means of futures. Consequently, dis- 
location in the cotton market imposed a check all round, on 
production (whether on order or for stock), on the importing of 
cotton, and on the selling of yarn and goods. 

The cotton market at the outbreak of war presented a problem 
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both like and unlike that of the Stock Exchange. The bottom 
dropped out of both markets, and matters were made worse in 
Liverpool as well as in London by the impossibility of getting 
remittances from abroad. But the cotton market had this pecu- 
liarity, that the bulk of its transactions related to what would 
normally be exhausted by the end of the year 1915, and this further 
peculiarity, that business could not be delayed sine die if the huge 
Lancashire industry was not to be impeded. Accordingly, the 
Liverpool Exchange was compelled to resume business through 
the medium of the 1914-15 crop. 

The main purpose of the emergency measures taken, at any 
rate at first, was the avoidance of wholesale bankruptcies and 
panic prices. No great insight was needed to realise that the war 
would affect the demand for cotton detrimentally ; and even with- 
out war depreciated values were inevitable owing to the abnormal 
bulk of the forthcoming American crop. Had business not been 
suspended, the differences immediately payable on futures would 
have become enormous; and bankruptcy would have been 
common, particularly in view of the fact that huge straddle 
transactions,! on which a large sum was said to be due to Liver- 
pool on balance, were outstanding for settlement with New York, 
and that debts were also owing by the Continent. Not a few 
Liverpool dealers had no prospect of liquidating their liabilities till 
they received payment from abroad, and immediate remittances 
were, of course, out of the question. A deputation went over from 
Liverpool to New York to arrange terms of settlement among 
other things, and the Government early in October com- 
missioned Sir George Paish and Mr. Blackett to. proceed to the 
United States (where they arrived on October 16th) to discuss this 
problem and kindred ones occasioned by the war. 

What is generally known is that the cotton market was closed 
when war began, partially reopened on November 6th, and 
fully reopened ten days later ; but to know this is to know next 
to nothing. The vague phrases “closed,” “partially reopened,” 
and “fully reopened” cover a multitude of arrangements, no one 
of which was without an influence on the cotton trade. A detailed 
narrative of what actually occurred must, therefore, be attempted. 

On Friday, July 31st, on receipt of the news that the American 
Exchanges had already shut down, the directors of the Liverpool 
Cotton Exchange decided there and then to close the market 
until the succeeding Tuesday. On Monday, August 3rd, a 


1 In this case, dealings in the differences between future prices in New York 
and Liverpool. 
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ban was put on future trading sine die, and on spot dealings until 
regulations were issued. All outstanding contracts in August and 
August-September positions were to be liquidated, at twenty-five 
points and fifteen points over January-February respectively, 
whilst all contracts from September-Octobers to December- 
Januarys were to be transformed into January-Februarys, appro- 
priate differences having to be paid. This reshuffling having been 
arranged, next day the basis for the first settlement, apart from 
payments required on the reshuffle, was announced ; and there- 
after it was steadily lowered at intervals. On August 5th sales 
of spot cotton already in Liverpool or Manchester, or afloat to 
this country, were placed under the control of a spot supervision 
committee, while hedges against this cotton were placed under 
the control of another committee. The second committee was 
to issue coupons against every hundred bales of hedges outstand- 
ing, and these coupons were required to be taken up as spot 
cotton was disposed of. Thus the market was to be relieved of its 
outstanding hedges. Simultaneously minimum prices were 
decreed, and thereafter they were periodically lowered. On 
August 6th trading in spot cotton was resumed under the limita- 
tions mentioned ; and on the same day the directors decided that 
all positions from January-February to August-September, like 
those prior to January-February, should be transferred to January- 
February at the price differences ruling at the closure of the 
market. 

So far the Liverpool Cotton Association proceeded without 
taking counsel with the spinners. But on August 5th a letter was 
sent to the Spinners’ Federation suggesting interchange of views, 
and on August 10th the Cotton Committee of the Federation 
waited on the directors of the Liverpool Cotton Association. With 
respect to this consultation, and others that succeeded, it must 
be noted that the Cotton Association did not bind itself to follow 
the advice of the spinners, or in any way to admit of joint control. 
At the meeting on August 10th the spinners, while recognising 
that it had been necessary to take immediate steps to avoid 
disaster, and approving the action of the Liverpool Committee in 
closing the market, complained that the new rules were in the 
interests of the Liverpool merchants rather than of the actual 
buyers and users of cotton. They also complained of the high 
prices, and expressed the view that they should have been con- 
sulted before prices were fixed. As they put it, it was true that a 
firm carrying a large quantity of cotton unhedged might conceiv- 
ably be benefited by the action of the Exchange, but was it likely 














112 THE ECONOMIC JOURNAL [MARCH 


that the conditions of their benefiting would be realised, namely, 
that the price would be maintained and that yarns would not 
depreciate independently? Moreover, in being deprived of the 
sinking of the market, firms carrying hedged cotton might be 
involved in heavy losses through a fall in yarn prices, as might 
also, it was argued, the holders of stocks of cloth or yarn hedged 
with futures. It was not disputed, however, that the Association 
had to move slowly to get differences liquidated and give time for 
money to arrive from America. 

Other, but less fundamental, points in dispute arose with 
reference to deferring delivery and exercising the call on “call 
cotton” contracts... A grievance was voiced by the Federa- 
tion on August 18th when the option of carrying over 
was claimed for the buyer. The directors of the Exchange 
maintained, however, that it was not within their power 
to concede the right, though they felt sure a request for 
deferred delivery would never be refused. It might have been 
retorted that it was too late in the day for the directors to plead 
a limitation of their powers, but the assurance received was 
doubtless sufficient. The directors would seem to have taken the 
view that they were justified in insisting on what was in the direct 
interest of the association’s members, but only in permitting, 
subject to consent, what was solely in the interests of spinners. 
On August 18th also the Federation asked that, in view of the 
transference of the settlement basis of cotton on call for August 
to January-February, the spinner’s call should be extended to the 
same period. The point was of importance, mainly because arti- 
ficial prices had robbed the “call” contract of most of its value, 
and an extension of time gave the spinner some chance of getting 
delivery when prices were nearer the natural level. At once the 
directors conceded that, in all cases where “on call” contracts 
had been sold prior to August Ist, 1914, the period allowed for 
call might be extended, with the consent of the seller, from thirty 
days to sixty days after invoice date. Spinners grumbled, but 
took what they could get. They had asked for the right to extend 
the “call” without consent of the seller. This right, like a right 
previously demanded, was not admitted, but assurances were 
given that the “great majority” would grant extension, and that 

1 Contracts giving the right to call for cotton of a prescribed grade within 
a specified period at so many points on current futures. The charge originally 


imposed for carrying over had been modified on Aug. 14th to meet the objections 


of spinners. 
2 The question was not raised as to whether the spinner could not have 
repudiated his “call” contract after the directors had a!tered its basis. 
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the Spot Supervision Committee would use its influence on any 
seller who made difficulties about granting it. 

At the meeting of the directors of the Liverpool Cotton Asso- 
ciation and the Cotton Committee of the Federation on September 
2nd (the day after arrangements had been made to conclude 
straddles as between American and Egyptian cotton) vital issues 
were again raised. The latter inquired whether the former ex- 
pected that a sudden and serious fall in prices and financial trouble 
would follow the opening of the cotton market, and whether they in- 
tended to restrict the importation of American and Egyptian cotton. 
An evasively hypothetical answer was given to the first question, 
but a partially reassuring one to the second : namely, that, if the 
cotton market were opened, and there were an immediate collapse 
in values, financial trouble could not be averted, but that the 
Association had no intention of running any risks ; and that it was 
not their policy to restrict the importation of cotton. At the 
same time the directors tried to probe the minds of the spinners. 
Could the Federation suggest any steps for reopening the cotton 
market? it was asked. If the market opened for free trade and 
a sharp decline resulted, would that be advantageous or otherwise 
to Lancashire? Did spinners consider that the maintenance of 
prices had been beneficial to trade? What were the prospects in 
spinning after the holidays? Would a large consumption of 
cotton be encouraged if prices were gradually reduced? And at 
what basis of price for cotton could substantial orders be booked 
for cloth and yarn? After this broadside of questions, the spinners 
were forced to retire to think over their position. Two days later, 
at another joint meeting, the reply decided upon by the Emer- 
gency and Cotton Committees of the Federation was read. It 
recommended that the price of cotton should be gradually reduced 
till Liverpool prices touched New York prices, and that the 
descending steps should be periodically settled by representatives 
of the Liverpool Cotton Association and the Federation Cotton 
Committee jointly. In presenting this reply Mr. Percy Ashworth, 
speaking for the spinners, pointed out that there were conflicting 
interests, or at least conflicting opinions. Some people, mainly 
merchants and shippers, hoped that a high price of cotton would 
enable them to clear stocks and reduce commitments ; but others, 

1 On another matter of disagreement the Federation scored, after appeal to the 
Treasury. The Cotton Association had announced that the moratorium rate 
of 6 per cent. was to be charged for overdue accounts under the moratorium, but 
the Treasury held that no more than the 5 per cent. provided for in the rules 


could be charged, in view of the clause in the proclamation confining the 
moratorium rate to payments ‘‘ not otherwise carrying interest.” 


No. 97.—voL. XXVv. I 
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constituting the larger interest, held that the high artificial price 
prevented new trading—particularly, it might have been added, 
in view of such foreign competition as was left. 

The next step in the march of events was an attempt on the 
part of the Cotton Association to prevent the countering of 
their scheme for getting rid of some of the weight of their old 
man of the sea, namely, cotton at Liverpool. On August 13th 
the directors had agreed to allow spinners to buy spot cotton, the 
price to be fixed at the time of purchase, and sell futures against 
their purchase at prices decreed from time to time. Spinners 
desirous of effecting such sales of futures had to make application 
to the chairman of the Spot Supervision Committee. On 
September 17th the privilege was withdrawn, though buyers who 
held futures as a cover were still allowed to sell as they bought 
spot cotton. The secretary of the Federation at once wrote on 
behalf of the Cotton Committee protesting hotly against the action 
taken, and against taking any action on a matter so vitally affect- 
ing spinners without consulting the Federation. Justification 
was pleaded by the President of the Association on the ground 
that when spinners had bought cotton they had always sold an 
equivalent quantity of January-February futures, so that the 
whole position had become a farce. But such a farce, or no sales 
to speak of, were rapidly becoming the only possible alternatives 
under artificial prices; and the danger (to which the Association 
pointed) of the creation of a corner against spinners who were 
thus “short”! was insignificant in view of the new crop. Some 
compensation was offered to the spinners on September 28th in 
the form of permission to purchase spot cotton on call not exceed- 
ing sixty days from the date of purchase. The Federation, how- 
ever, viewed the gift with a suspicious eye, and finally hoisted the 
Association with its own petard by pointing out that spinners who 
availed themselves of the permission laid themselves quite as 
much open to the danger of being cornered, as, according to the 
Association, they had done previously by selling futures. The 
Federation left it to the judgment of individuals whether to avail 
themselves of the offer. 

Before this the Federation had become convinced that spinners 
were being gravely prejudiced by the emergency measures, and 
that nothing would solve the problem of the industry but the 
opening of the cotton market. The fundamental trouble was that 
the price of cotton in Liverpool was artificially high and that 


1 «*Shorts,” “sellers” and ‘‘ bears” are synonymous terms, as are also ‘‘ longs,” 
‘buyers ” and ‘* bulls,” 
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facilities for importing new cotton were being withheld. On 
Tuesday, September 8th, the directors of the Cotton Association 
had issued certain regulations regarding new-crop cotton, which 
showed that the assurance given on September 2nd had not to be 
at all liberally interpreted. Until further notice no member was 
allowed to make short sales for shipment or delivery of such 
cotton. Sellers were obliged to furnish satisfactory proof that the 
cotton had been purchased prior to the time of sale. Further, 
the price of all such cotton offered for sale after arrival was to 
be under the control of the Spot Supervision Committee. On 
September 18th it was unanimously decided by the Cotton Com- 
mittee of the Federation to advocate the opening of the Liverpool 
Cotton Market for free trading. This was urged at a joint meeting 
on the 21st, the following resolutions, passed the same day, being 
read out :— i 

(1) We are strongly of opinion that under present conditions, 
by which an artificial price of cotton obtains, there will be very 
little buying by spinners, and sooner or later more mills will stop. 

(2) We think it would be the best policy to face the situation 
boldly and take immediate steps for opening the market for free 
trade. 

(3) Whatever arguments may be used, we cannot get away 
from the fact that spinners will not buy so long as they believe 
(as they undoubtedly do) that present prices are purely artificial. 

At another joint meeting, on the 28th, the President of the 
Association declared that he could make no pronouncement 
as to when the market would be opened, and this was repeated 
at the meeting in the following week, when it was urged on 
behalf of the spinners that continued closure would result in the 
stoppage of more mills. 

For the first few weeks of the war the Liverpool Cotton 
Association and the Federation of Spinners had been more or 
less in harmony as to the right policy for the time being, though 
on matters of detail they were frequently at variance. At first 
the closure of the market had meant in the main a qualified 
moratorium, with regular arrangements for the gradual discharge 
of indebtedness. But soon the hope of creating what was 
in effect a squeeze (or a corner in the tail end of the 1913-14 crop) 
began sensibly to mould the Association’s decisions. It was easy 
for the Association to persuade itself that a de facto squeeze would 
help the industry when it was evident that, if successful, it would 
shift some part of their losses from the dealers. Spinners were 
offered cotton at a high artificial price, but they only took it in 
12 
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bulk with the proviso that they should shift losses back again, 
that is, with covering sales of futures. In effect they said, We 
will buy at this price, but only on the understanding that reduc- 
tions in price hereafter are paid back to us. This left things 
more or less as they were. Recourse to this proviso was then 
forbidden, and business was again at a deadlock. Next the 
Association suggested a squeeze to be taken a bit at a time and 
with diminishing pressure ; or, in other words, they proposed sales 
on a call contract. But the offer failed to evoke any enthusiasm. 
Soon direct buying from America was not uncommon, and there 
was even some talk of organising “futures” in Manchester, 
though at such a time it would not have been feasible to get them 
established on a sufficient scale. It should be added that a 
certain amount of business, not officially recognised, had been 
done all along as a matter of private arrangement, on terms more 
favourable to spinners, but it had not removed the spinners’ 
difficulties to any large extent and disputes over settlements were 
not unknown. 

On October 21st Liverpool tried to reconcile its position with 
the needs of the spinners for new cotton by deciding that when 
new crop cotton had been sold “on call” and the period for 
selling had expired or was about to expire, the price, so long 
as the market was suspended, instead of resting on the basis 
of Liverpool futures, might be fixed by mutual agreement 
between buyer and seller, or, failing agreement, by arbitra- 
tion based on actual Liverpool business in such cotton. This 
permission meant either terms that were too onerous, or too 
uncertain to attract importers, or such a breach in restrictions 
that they became of no effect. Once the new cotton got in, the 
Liverpool market was bound to give up its yrotection or allow 
itself to be side-tracked. It is not surprising, then, that on 
Friday, November 6th, the market was reopened for trading under 
certain restrictions. American futures were transferred from 
January-February to May-June on terms that will be discussed 
later. Simultaneously all Egyptian futures were transferred to 
January—to be moved on to May five days later. Buying orders 
for futures were permitted, but sales had to be confined to 
the closing of old business. Minimum prices were fixed for 
trading, revisable from time to time. Sales of spot cotton were 
no longer to be subject to the Supervision Committee; and all 
previous restrictions regarding the sale of new crop cotton were 
abrogated. On November 12th the ban on the sales of American 
and Egyptian futures for new business was removed. Finally, 
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on Monday, November 16th, at 3 p.m., simultaneously with the 
American markets, the Exchange was thrown open to free 
trading, except for a single remaining restriction, namely, that 
no future business could relate to an earlier date than May, 1915, 
and not further ahead than fifteen months from current date. 

Comments on such of these measures as were temporary is 
needless after the remarks already passed, but something must 
be said of the post-dating of futures. January was felt to be 
too close to November for the satisfactory clearing of the market, 
especially as the condition of the market in the New Year, and 
the extent of cotton arrivals by that time, were still matters 
of conjecture, and it was conceivable that the retention of 
the earlier date might have opened the door to manipula- 
tion of the market. The policy pursued is comprehensible. But 
far more controversial issues were raised by the final effort of the 
directors to compensate certain prejudiced interests, particularly 
the holders of cotton that had been in Liverpool before August 
1st, who were now prevented from tendering their cotton against 
futures before May. After all that had been done for the spot- 
holders, it is questionable whether they could reasonably feel 
aggrieved at the shifting of January-Februarys four months on. 
They were not compelled to go on holding their cotton. They 
were perfectly at liberty to sell it for what it would fetch ; though 
possibly they were in a weak position on the opening of the 
market, owing to the fact that its regulation had encouraged direct 
buying in America. The plan for their final assistance, and the 
recompensing of certain other interests, may be given in the 
wording of the directors, as it is of considerable interest, and 
shortening it would be apt to give a distorted impression. The 
requirements were as follows :— 


1. That as from 4th November, January-February, 1915, shall be trans- 
ferred into May-June, 1915, at the same price. 

2. That a fee of £8 per 100 bales shall be collected immediately by the 
Liverpool Cotton Association on the gross long and short interest held by all 
members, with the two exceptions following :— 

(a) Sales proved to be hedges against purchasers of spot cotton of any 
growth other than Egyptian made before 1st August, 1914. In the case 
of outside growths the hedges to be proved on the basis of weight 
(48,000 lb.), and not of the number of bales. 

(b) Purchases proved to be transfers of purchases of months or years 
subsequent to August-September, 1915. 

3. That the president and vice-president be the trustees of the fund thus 
collected, and that they be authorised to disburse it. 

i, By the semi-monthly payment to spot holders, commencing 15th 
January and ending 30th April, of—(a) £3 for each complete 100 bales of 
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hedged American cotton unsold on the due date of such payment; 
(b) £1 10s. for each complete 48,000 lb. weight of cotton of growths (other 
than American and Egyptian) hedged with American futures and unsold 
on the due date of such payment. Such payments, however, to be made 
only on cotton bought before the 1st August, 1914. 

ii. In case of a surplus on 30th April by a payment not exceeding 
£33 per 100 bales to the long interest as existing on 4th November who 
were exempted from commission under clause 2 (b). 

4, That the fee of £8 per 100 bales actually paid to the Association be 
charged by members to clients. 
5. That on the reopening of the market no position earlier than May- 


June be traded in. 

The exemptions explain themselves. As cotton then in Liver- 
pool had obviously no reference to “futures” relating to future 
crops, there was no excuse for taxing these futures in the interests 
of present spot holders. And as regards the first exemption, there 
was plainly no object in taxing the interest that was to be com- 
pensated out of the proceeds of the tax. Consequently, on this 
explanation of the first exemption, the directors were consistent 
in their ruling (on the complaint received from the spinners) that 
the ground for exemption (a) was no ground for exempting from 
the tax spinners who had sold futures against a fall in the price 
of cotton stored in their mills. But to the more fundamental 
objection on the part of the Federation no convincing answer 
has yet been forthcoming. The spinners fail to see why they 
should be taxed at all, whether they hold cotton or not. It 
might be said that a May-June is usually more valuable than a 
January-February. But on this plea only buyers should be taxed, 
and the tax should be paid to the sellers; and it might be con- 
tended that the plea does not hold because January—Februarys 
were above the natural level of May—Junes at the time of transfer. 
If it is contended that spot holders were prejudiced in that there 
might have been a shortage against sellers of futures earlier in 
the year, the retort is obvious that it is not reasonable to force 
a man to compensate another because he has not been forced 
to allow the other to corner him. Possibly the directors’ object 
was merely to reconcile certain conflicting market interests by 
spreading some of the biggest losses. But the spinners look upon 
this as a domestic matter within the Association, which is not 
their concern, particularly as the regulation of the market was 
domestic, though they were consulted. It remains to be seen 
whether spinners generally will pay the tax, or can be compelled 
to do so. 

The resumption of business on the Exchange was marked by 
extreme coolness; and only ten days later, as noticed above, 
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practically all restrictions were removed. Prior to the final act, 
however, the Government declared themselves willing to share 
in the assistance of merchants who might be unable to meet 
differences from 5d. a lb. downwards. Such assistance, if 
required, could be obtained through the recommendation of banks 
and the directors of the Exchange. The terms were that the 
Government should stand’sponsor for 50 per cent. of any losses 
incurred, the remainder having to be guaranteed in equal portions 
by the banks concerned and the Association. The successive 
settlements on the Exchange were marked by a surprising absence 
of anything like disaster. By November 26th the settlement 
price had been brought down to actual quotations. The following 
figures show how smooth was the transition from restricted to 
what was practically unrestricted trading. The last quotation 
for American futures on November 16th, just before full reopening, 
was 4°26. The first after opening was 4°27, and the final quota- 
tion for the day was 4°273. Similarly Egyptian futures passed 
from 7°15 to 7°16 and ended at 7°15. On July 24th the Liverpool 
price of American cotton of middling grade (on which futures are 
based) had been 7°38d. and on November 16th it was 456d. 
Over the same period the Liverpool price of Egyptian cotton 
(fully good fair brown) fell from 9°10 to 7°15, and the Liverpool 
price of Indian cotton (Fine M.G. Broach) fell from 6°12 to 4°25. 
Thus closed one of the most eventful chapters in the history of 
the cotton trade—and all’s well that ends well. 


Note.—Because it was feared that a heavy fall in the price of cotton might 
react unfavourably on planting for next season and cause a wastage in this season’s 
supplies, and for other reasons, emergency measures have been widely adopted. 
The Egyptian Government resolved to reduce the cotton acreage for next season by 
about a quarter or a third, and to finance certain firms in Alexandria to hold 
cotton on official account, the British Government having agreed to loan £5,000,000 
if needful. In the United States also steps have been taken to facilitate the moving 
and holding of the present large crop; and in India a general scheme for financial 
assistance has been put forward, which embraces the cotton interest. Cotton is 
now coming forward normally. Over the three months September, October, and 
November there had been a shrinkage of two-thirds in the imports, on a comparison 
with the same months of the previous year. Much uneasiness was felt, in 
consequence, that was not entirely warranted, since, in the absence of effective 
futures, cotton was only being imported as it was actually needed in the mills. 


S. J. CHAPMAN 
DaAvip KEMP 














THE LAW RELATING TO TRADE WITH THE ENEMY. 


THIS war is not only the greatest war the world has ever seen ; 
it is also the first war of world magnitude since modern credit 
and international finance bound the nations together by the 
closest of economic ties. The resulting disturbance, therefore, is 
inconceivably greater than that caused by any previous wars; at 
the time of the Napoleonic wars modern international banking 
was in its infancy, and the international joint stock company was 
almost unknown. 

The nineteenth century was comparatively peaceful, and several 
attempts were made in the course of it to clear up and codify the 
laws of war. None of them have touched more than the very 
fringe of the subject. They were prepared in secret by diplo- 
matists who knew little about the new world of international 
finance, and they therefore left the most important problems of 
the effects of war on the legal position of enemy subjects entirely 
untouched. It was only too obvious that the outbreak of war 
would lead to a multitude of new problems and difficulties, but no 
attempt was made to prepare for them. 

The outbreak of war last August found England with millions 
of pounds of German capital invested in the country, with enor- 
mous contracts placed by English firms in Germany and by 
German firms in England, with a considerable amount of German 
insurance done in London, and with large sums owed by Germans 
to Englishmen and Englishmen to Germans. The law governing 
these intricate relationships was born in the Dark Ages, fostered 
by the mercantile system, and had remained buried in the volumes 
of theoretical writers since it was last applied on any scale in the 
wars of a hundred years ago. 

For our purposes the law is easily summed up. Trade with 
the enemy has always been boycotted by the English common 
law. This position grew up in the continuous denial to enemy 
aliens of the privileges which were slowly given to friendly 
merchants from the Continent, with the result that when the 
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law merchant was fully developed, intercourse with the subjects 
of hostile States was left outside. Transactions with alien enemies 
are ex lege ; no case arising out of them can be heard, except one 
condemning the proceeds as prize, for the only penalty is the 
confiscation of any goods involved. 

Accordingly, commercial relations with the enemy are entirely 
suspended. Contracts with enemies cannot be enforced, although 
if their nature allows them to be dormant without permanent 
injury to either party they can be revived after the war. Other- 
wise they are at an end. This rule was so comprehensive that it 
was easily applied, only insurance and contracts of partnerships 
proving difficult to deal with. 

These points were settled during the Napoleonic wars. Insur- 
ance of enemy property was allowed for a time, and the problem 
of a partnership with an enemy subject was not urgent till the 
war with the United States in 1812 put many firms in this 
position. These wars gave rise to a long series of decisions in 
which the judges reaffirmed the old rule that trade with the 
enemy stood outside the law, that no contract with enemies could 
be enforced, and declared that it followed that partnerships with 
enemies were dissolved,’ and all policies of insurance suspended. 
Karly judgments on insurance stopped payment of losses caused 
by the armed forces of the Government, but Lord Alvanley 
decided that in any policy of insurance “a provision to this effect 
shall be considered to be engrafted thereon : ‘ Provided that this 
insurance shall not extend to cover any loss happening during the 
existence of hostilities between the respective countries of the 
assurer and the assured.’ ”? 

When war broke out last August, the Government announced 
immediately that the law forbidding intercourse with the enemy 
was to be strictly enforced. The proclamations were not compre- 
hensive, and had perhaps been hurriedly prepared, but their word- 
ing is not important, for it was expressly explained that they were 
“warnings,” declaratory of a law already existing. 

They then took a number of special steps against German 
trade and finance. These fall under three heads : those designed 
to mitigate the disastrous effects of the loss of German goods and 
markets to English industry, and to assist the “capture of 
German trade”; proclamations declaring and extending the laws 
of contraband ; and finally, one complicated attempt to wage war 
on German finance by direct action. 


1 Griswold v. Waddington, 16 Johnson 438. 
2 Brandon v. Curling (1803), 3 East, 410. 
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The first two do not concern us here. With the first should 
be classed the prohibition of the export of foodstuffs and raw 
materials, and any steps taken to encourage or assist the creation 
of new industries. The second includes every prohibition or 
declaration designed to prevent the enemy’s obtaining warlike 
stores from abroad. In this age of scientific warfare lists of con- 
traband are very long. 

Finally, we have the only attempt made yet by the Govern- 
ment to strike at Germany through the medium of the mechanism 
of the foreign exchanges. The field of this economic battle was 
the beet sugar trade. No trade was nearly so hard hit as this, for 
owing to the rapid growth of the industry Germany and Austria- 
Hungary already provided us with two-thirds of our imports of 
sugar.1 The results of the outbreak of war were immediate. The 
price of granulated sugar rose from 15s. a hundredweight before 
war became likely to as much as 42s. ; while in Scotland the price 
touched 59s. 6d. 

This rise took place at the very moment when housewives all 
over the kingdom were buying largely for preserving fruits, and 
measures were urgently needed. The Government therefore 
immediately prohibited the export of sugar (proclamations of 
August 5th and 10th), mitigating this on September Ist by 
allowing the export of jams, marmalade, and condensed milk. 

They then set to work and bought up practically all sugar 
produced in friendly countries, laying in a store of some 900,000 
tons at about £1 a cwt. In this way they assured a supply of 
sugar for this country for some months, for their purchase 
amounted to nearly one-half our total imports in 1913. They 
thus made the country independent of enemy-produced sugar, and 
were in a position to take their next step. On October 26th they 
prohibited the importation of sugar into the country, after having 
arranged with retailers for them to take over the cornered stock 
at reasonable prices, ensuring a liberal supply to the public. 

The object of these steps was explained by the official Press 
Bureau. “A new and most important advance has been made 
by the Government in their efforts to bring economic pressure on 
Germany. Measures familiar to the public have already been 
taken to prevent the import into Germany and Austria of goods 


2 Sugar. 1911. 1912. 1913. 
Total British Imports..................06 Cwt. 37,800,000 34,100,000 39,300,000 
British Imports from Germany ......,, 15,200,000 8,900,000 18,700,000 
British Imports from Austria-Hungary _,, 5,000,000 4,600,000 6,200,000 


Total German Exports ..............0006 3, 17,038,000 — _ 
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necessary for the conduct of the war. Much has been achieved 
in this direction, but when neutral countries have the opportunity 
of making great profits it is impossible to stop all importation. 
There is, however, one further step that can be taken by mini- 
mising German power to buy. At the present time there are but 
few exports of great value which can be sent out in exchange for 
the goods Germany receives from neutral countries. Of these 
sugar is the chief. Already the exchanges are rising rapidly 
against Germany and Austria, and if the export of sugar could be 
prevented or rendered unprofitable a further serious blow would 
be struck at their trade.” 

The nodding acquaintance of the Official Press Bureau with 
the elements of international trade is clearly a dangerous thing. 
The Government cornered sugar at a price about 30 per cent. 
above normal, and then forbade the importation of sugar under 
the impression that this would end the exportation of enemy sugar 
to neutral countries. What are the real results likely to be? 

There is little doubt that prices would have gone lower in 
Great Britain. A letter in the Manchester Guardian, of October 
22nd, complained that merchants could have bought sugar con- 
siderably cheaper in the open market. Obviously, the country 
must pay for the Government’s corner, and that dearly. But this 
might have been worth doing if the result had really been to 
place our enemies in a financial quandary. Will it? There 
seems no reason why Germany and Austria-Hungary should not 
export their sugar through Holland and Italy to the countries who 
would have consumed the cane sugar we have bought up. We 
cornered at a 30 per cent. rise, and therefore have made perma- 
nent this increase in price, which ought fully to compensate 
enemy producers for having to send their sugar further afield. 
This battle of the Foreign Exchanges will hardly be more decisive 
than the battle in Flanders. 

Fortunately, the Government have not tried any other experi- 
ments of this kind, but have contented themselves with making 
trading with alien enemies a criminal offence and otherwise 
putting the old law into effect, while as far as possible bringing 
it up to date. This has proved no easy task, and has called for 
complicated legislation which we must now discuss. 

It must first be made clear who exactly are alien enemies. 
They are persons residing and trading in the enemy’s country. 
Establishments run by persons of German or Austrian nationality 
in Great Britain are not enemy, for their “commercial domicile” 
is British. Even branches of enemy firms established here before 














124 THE ECONOMIC JOURNAL [MARCH 


the war are not enemy, and can continue trading if they stop 
business with their head establishment. This explains the 
Government’s attitude towards the German and Austrian banks 
in London. They were closed, because they were temporarily 
insolvent owing to their inability to realise their holdings at home, 
but they were put in the hands of a controller appointed by the 
Government (Sir William Plender), with the result that they 
were soon able to open again, and it was announced on October 
16th that all except the Oesterreichische Laenderbank were in a 
position to pay 20s. in the pound. 

In spite of all that Lord Northcliffe has said, then, no 
patriotic Briton need stop trading with a German firm in England ; 
as we shall see, the Government has taken steps to prevent the 
enemy profiting by such trade. Indeed, claims against the 
London branches of German insurance companies for losses 
incurred since the war were actually allowed in the courts, until 
the Government, by a proclamation dated October 8th, put a 
special ban upon all trade with the English branches of German 
insurance companies. It has never been the intention of English 
law to inflict injury on enemy subjects domiciled in England. 
They are rightly considered as part of the economy of English 
industry, and are allowed full legal rights, unless they are liable 
to military service. 

By the Trading with the Enemy Acts, August and November, 
important alterations and extensions were made in the law. In 
August trading with the enemy was made a misdemeanour, with 
maximum penalties of £500 or seven years’ penal servitude for 
each offence. If any company or firm is suspected of this offence, 
a Justice of the Peace can issue a warrant authorising any person 
appointed by the Home Office or the Board of Trade and named 
in the warrant to go into the books of the company and collect 
information necessary for the substantiation of the charge. If 
one of the partners in a firm, or more than a third of the share- 
holders of a company or of its directorate, are enemy subjects,! or 
if a firm has acted as agent for an enemy subject or company, 
the Board of Trade can send a person to make all necessary in- 
quiries without a warrant. In the case of businesses which are 
of a suspicious nature, or which have been severely hit by the 
war, but should in the public interest be continued (e.g. German 


1 The phrase used in the Act is ‘‘subjects of, or residing and carrying on 
business in, a State for the time being at war with His Majesty.” This would 
include both a German subject residing in England and a British subject domiciled 
in Germany. It overrides, perhaps unintentionally, the old distinction between an 
**enemy subject” and an ‘‘ alien enemy.” 
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banks in England), the Board of Trade may apply to the High 
Court for the appointment of a controller. 

This Act left many difficult questions unsolved, such as the 
position of balances due to alien enemies in English banks, of 
trust property held for enemy beneficiaries, and, above all, of the 
dividends and interest rights of enemy shareholders in English 
companies. These were settled by an Amending Act passed in 
November. This Act is a carefully-thought-out and comprehensive 
measure of revolutionary character. Like most modern Acts, it 
begins by creating a new official. He is the “Custodian of Enemy 
Property,” and it is provided that in England and Wales the 
Public Trustee shall be appointed. The general scope of his 
duties is set forth in the preamble of the Bill: ‘‘ Whereas it is 
expedient to make further provision for preventing the payment 
of money to persons and bodies of persons resident or carrying on 
business in any country with which His Majesty is for the time 
being at war . . . and for preserving, with a view to arrangements 
to be made at the conclusion of peace, such money and certain 
other property belonging to enemies,” practically all the property 
rights of alien enemies vest in the custodian for the period of the 
war. All dividends, interests, or shares of profits due to persons 
now enemies must be paid to him, trustees must notify him of 
any interests of enemy beneficiaries, and on the application of 
any person having a good claim against an alien enemy, any real 
or personal property belonging to him may be vested in the 
Custodian and disposed of by him. 

The Act also contains provisions with regard to the transfer of 
shares and bonds and the enrolment of companies. Henceforward 
any company or municipal authority can pay into court sums 
due on coupons suspected of being enemy property, such payment 
being for all purposes a good discharge to the payer. Transfers 
of shares by or on behalf of alien enemies are henceforward invalid 
unless made with the leave of the Board of Trade, and the body 
issuing the shares must not take cognisance or otherwise act upon 
notice of such a transfer, while share-warrants payable to bearer 
in respect of stocks or shares owned by an enemy are also invalid. 
During the continuance of the present war a certificate of incor- 
poration of a new company will not be given by the Registrar of 
Joint Stock Companies, unless a declaration is filed that the 
company is not formed to take over the business of a company 
which would be subject to inspection or contro] under the first 
Act, or a licence has been given by the Board of Trade for the 
acquisition of this business. 
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These latter provisions were made necessary by the ease with 
which the first Act was circumvented. A regular business was 
obviously developing in neutral countries, whereby the German 
shareholders in English companies sold their shares to neutral 
middlemen, in order that the latter might pass them on to English 
buyers. Likewise, a whole host of companies was formed to 
acquire businesses which were being subjected to troublesome 
interference by the Board of Trade. 

The legislation we have thus summed up may be discussed 
from two points of view; first, taking for granted the policy of 
the prohibition of trade with the enemy, and secondly, consider- 
ing the policy itself as open to criticism. 

In the first case there is very little to say. Having decided to 
stop all business with Germany the Government have done little 
more than was necessary for the realisation of that end in the 
modern commercial world, and the steps they have taken seem 
reasonable and as simple as can be expected. The appointment 
of the “Custodian” is quite the best solution yet suggested of the 
problem of enemy shareholders in English companies. Westlake 
and Lord Lindley had both discussed the problem in the past in 
the light of the decision in Griswold v. Waddington, which dis- 
solved a partnership between an Englishman and an American in 
1812, and ex parte Boussmaker,' in which an alien enemy’s share 
in a bankrupt’s estate was reserved by the court to be paid to 
the creditor at the end of the war. The real and practical differ- 
ences between partnership and shareholding are so great that 
Griswold v. Waddington is irrelevant, but some kind of reserva- 
tion of enemy’s dividends suggested itself to both writers without 
either discovering this solution. The appointment of the 
Custodian gives a minimum of trouble to the English companies, 
while affording their enemy shareholders a maximum of security. 
It is true that there is no mention in the Act of the payment of 
the reserved sums to the persons whose position is being tem- 
porarily filled by the Custodian ; the reservation is expressly made 
“with a view to arrangements to be made at the conclusion of 
peace.” This is itself a desirable provision. There is no doubt 
that confiscation is not intended, for it has never been English 
practice to confiscate the property of enemies in England. But 
if, as has been stated, the German Government have confiscated 
balances due to English persons in German banks, the sums due 
to Germans in the hands of the Custodian will be a valuable 
consideration in negotiations at the end of the war, with a view 


1 Hx parte Boussmaker, 13 Vesey, 71. 
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to the German Government restoring what it has taken. The 
settling up of such accounts will be a fearsome proceeding and 
will take years, but the step which has been taken will greatly 
simplify it. 

The broader question, whether non-intercourse with the enemy 
itself is desirable, remains to be discussed. This question has 
been debated for some two centuries with little or no effect upon 
practice. During peace Governments discussed reforms, but on 
the outbreak of war they always decided that intercourse with the 
enemy was not to be thought of. ‘Their grounds were twofold : 
political, in that they feared that their subjects might be led into 
treason if they had to do with the enemy in any way; and 
economic, in that they looked upon trade as an enrichment of the 
other party at their expense, and hoped to inflict loss by the 
boycott. 

It is very hard to trace what the economic effects really were, 
but some light is thrown on the problem by the study of past 
wars. In the Revolutionary Wars leading up to the Peace of 
Amiens a strict prohibition of trade with France was enforced. 
The effects of this can be clearly traced in the trade figures for 
that period. Let us take the years 1791 to 1802 :— 



































Exports of 
Imports Exports British 
from to Manufacture General General 
Year. France. France. to France. Imports. Exports. 
& £ £ £ £ 
1791... 546,058 1,131,377 555,579 16,810,019 22,731,995 
1792... 717,635 1,228,176 743,280 19,659,358 24,905, 200 
17938 ... 121,028 228,888 66,677 19,255,117 20,388,828 
1794... 167 34,543 2,680 22,276,916 26,748,083 
1795... 10,363 78,653 nil 22,736,889 27,123,339 
1796... 14,656 7,976 30 23,187,320 30,518,914 
1797... 13,706 673,824 32,580 21,013,957 28,917,010 
1798 ... 20,885 4,481 571 27,757,880 33,591,777 
1799 ... 29,930 8,687 30 26,837,432 35,991,329 
1800 ... 110,416 1,173,707 130,685 30,570,605 43,152,019 
1801 ... 221,548 1,192,510 — — pee 
1802... 424,434 2,390, 103 _ _ a 


The figures of the movements of vessels to and from France 
are also worth giving :— 


Clearance of Vessels to and from France. 


Inward. Outward. 

Year. British. Foreign. British. Foreign. 
ee 403 1,367 278 
PIA... cea. ser. sen Bee 330 1,317 166 
Wise cx ccs ces Se 30 66 55 
yo” Se ses 2 31 1 12 
Dr ae 11 188 7 81 
cree 55 140 0 122 

DO vesn code sae 0 188 0 171 
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Clearance of Vessels to and from France—(continued). 


Inward. Outward. 
Year. British, Foreign. British. Foreign. 
BIB ccs aes 505 oi 2 97 0 74 
Ct ee 2 60 0 32 
ad Ee ae 9 241 6 206 
Sey er 81 247 106 181 
|’ a norm (| 831 966 739 3 


1 These, figures are from Macpherson’s Annals of Commerce, vol. iv., pp. 261, 
289, 333, 369, 400, 439, 466, 492, and 537, except the figures for 1801 and 1802, 
which are from Marshall’s Statistical Digest, vol. ii., p. 71. The figures, of course, 
are for direct trade with France. We have no means of knowing how much got 
round through other countries, nor do we know how much smuggling went on. 


It will be seen that except for a considerable revival in the 
years immediately preceding the peace, when the enforcement 
was relaxed somewhat, the prohibition was tolerably effective and 
there was a real suspension of intercourse, the movements of 
British vessels and the export of British manufactures to France 
being specially affected. In the country in general, however, 
there was no serious depression ; and, indeed, in spite of a fairly 
considerable increase in the number of bankruptcies reported in 
the London Gazette, it was a time of expanding trade and pros- 
perity, and our foreign trade showed increases almost every year, 
while our exports nearly doubled during the period.? 

After the Peace of Amiens the policy of prohibiting trade was 
taken up again, but it was no longer followed so consistently, 
and a certain amount of confusion exists owing to the varying 
nature of the prohibitions issued. Some were general prohibitions 
of all trade with the enemy; for instance, no British vessel was 
to be allowed to clear for France or the Batavian Republic.” 
Again, there were prohibitions of trade in certain goods, which 
were certain to be useful to the enemy in a special degree, such as 
firearms, of whose manufacture we were supposed by some to have 
a special monopoly ;* while there were frequent prohibitions of 
the export of foodstuffs, which were possibly not always caused 
by the war, but rather by a desire to ward off starvation at home. 

But in 1805 the destruction of the French Fleet robbed 
Napoleon of ali direct means of injuring Great Britain, so he had 

1 The post office revenue may also be quoted as an index of the prosperity of the 
country during this period; the net receipts for the year ending April 5th, 1791, 
were £358,253 ; 1792, £368,754 ; 1793, £397,085 ; 1794, £431,980; 1795, £414,848 ; 
1796, £479,487; 1797, £541,883 ; 1798, £613,280; 1799, £657,388 ; 1801, £720,981; 
1801, £755,299. Postal rates were raised in 1797, but that only partially accounts 
for the increase. 

2 Order in Council of May 16th, 1808. 


3 Speech of Lord Redesdale in the House of Commons on the First Reading of 
the Traitorous Correspondence Bill, 1793. 
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recourse to a series of decrees against British trade, of which the 
first was the Berlin Decree of 1806. The result of this was, of 
course, only to stimulate the activity of the British Government 
in issuing Orders in Council, and a war of paper-blockades and 
ineffective prohibitions of trade followed. The experience of 
these years, however, becomes interesting, because the fact 
emerges that at this time Great Britain’s manufactures were 
absolutely essential to the Continent, while the markets of the 
Continent were absolutely essential to British manufacturers. 
The result was that in the years 1808 to 1811 the prohibitions, 
nominally exclusive on both sides, broke down altogether owing 
to widespread smuggling of the number of licences which were 
issued.. Napoleon discovered the value of licences as a means of 
raising revenue, and began to sell them extensively; while the 
British Government were driven to follow his example in order 
to lessen the amount of distress in the country. The result was 
that a vast trade grew up which was based on this system, and 
that although the heaviest punishments were being exacted in 
one place for the importation of British or French goods, as the 
case might be, in another place the same kind of goods were 
pouring in freely under the protection of a licence. In Great 
Britain the number of licences issued grew as follows: 1807, - 
2,606; 1808 and 1809, 16,000; 1810, 18,000; 1811, 16,000." 
During these years the prohibition of trade was a specious pre- 
tence, which only resulted in a great deal of corruption and in 
the levying of what were practically import or export duties on an 
arbitrary scale. After 1811, however, the system of evasion broke 
down, owing to Napoleon’s return to his original severity, and 
to a rigid enforcement of his decrees. 

The result of this war generally, and of the cutting off of our 
markets in particular, was a vast amount of distress in this 
country, which the licence system undoubtedly mitigated to some 
extent, although it made little difference to the foreign consumer 
owing to the enormous rise of prices due to the conditions imposed 
in the licences. But after 1811 England was really hit, and 
public opinion began to express itself strongly in Parliament. 
The sight of America exporting cotton yarn was too much for 


1 Debate of Feb. 28, 1812, in House of Lords; and E. Nys, Droit International, 
vol. iii., p. 144. The Trade Returns for this period are only instructive in tnat they 
show the tremendous fluctuations that took place in trade movements. The 
commerce which suffered most was that of exports to France, which ceased for 
a time almost entirely, but the decreases extended to practically every branch of 
trade in many of the years; the effects of the war varied very much from year to 
year, however, and it seems quite impossible to gencralise from the Returns. 
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the English manufacturers, who vigorously attacked the policy 
of the Government, but without effect. 

The question now arises, why was the policy of non-intercourse 
practically harmless before the Peace of Amiens and so disastrous 
afterwards? In the first period the old English principle was 
adhered to strictly ; in the second, it was lost for a while under 
a flood of exceptions and licences caused by the enormous pres- 
sure of the economic streams the Governments were trying to 
dam up. But in the first period trade went on increasing year 
by year, while in the second the most widespread suffering was 
caused. Lord Bathurst stated in justification of the English 
policy that French customs dropped from seventy million livres 
in 1808 to sixteen million in 1809, and twenty-six million in 
1810;* but a serious fall in the English revenue was only pre- 
vented by the imposition of numerous war-taxes and by the for- 
tunate and timely extension of the trade with our colonies and 
South America. Finally, the outbreak of war with America 
reduced the system to an absurdity, for it would have meant the 
cutting off of our supplies of raw cotton. This was a measure 
for which no Government could be responsible, and it was decided, 
therefore, that raw cotton should be added to the already long 
list of articles which could be imported in neutral vessels. 

The great contrast between the results of the two wars is 
entirely explained by the difference in their range. The war 
against the French revolutionary government never spread very 
far beyond the eastern frontier of France and northern Italy, and 
there always remained a body of neutrals whose strength was 
testified by the influence of the Armed Neutrality of 1800. The 
latter constantly interfered in the interests of trade, and their 
merchants acted as intermediaries in the commerce, the direct 
channels of which were closed. But the war which broke out in 
1803 spread ultimately into every country in Europe. The 
restriction of Great Britain’s markets was therefore infinitely 
greater in the second war than in the first ; for a moment Spain 
and Portugal were practically the only European countries into 
which British goods could go unhindered, and there were large 
decreases in our trade in all directions; while the United States, 
who were growing in strength every year, stepped in and traded 
briskly with our enemies. 

The Crimean War also began with an enforcement of the old 
rule, which excited a natural interest in the mercantile com- 
munity ; but, curiously enough, they were not wholly antagonistic. 


1 Debate in House of Lords quoted above. 
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The reason for this was apparently that they had anticipated a 
strict policy, and had made very large speculative imports of the 
raw materials usually obtained from Russia. After the outbreak 
of war, however, the stocks in the country, and the supplies which 
managed to get through, were sufficient to keep prices down, to 
the disappointment of the speculators, who therefore clamoured 
that British interests were being betrayed by too lax an enforce- 
ment of the law and demanded a vigorous blockade.! As a matter 
of fact, the war seemed an almost ideal one for the application of 
the prohibition of trade as a means of hurting the enemy, for it 
was asserted at the time that Great Britain took nearly half of 
Russia’s exports, while Russia accounted for only 10 per cent. of 
British exports and 5 per cent. of British imports, only 15 per 
cent. of the flax imported coming from Russia. The policy pur- 
sued, however, was peculiar; on April 24th, 1854, an Order in 
Council was issued legalising all trade carried on in neutral vessels, 
and henceforward Russian trade was attacked by means of a 
blockade of the Baltic ports, which were easily closed owing to 
the narrowness of the channels leading up to them.” The effect 
of this was that Russia’s northern exports had all to be sent 
round by overland routes to German ports ; it appears, therefore, 
that this policy was as successful as a legal prohibition of trade, 
with the result that the concession made in April, 1854, was quite 
stultified.* It is not likely, however, that this very much hastened 
the end of the war, for the proportion of Russians interested in 
any way in foreign trade must have been very small. 

Of the recent wars in which Great Britain has taken part only 
the South African War need be considered. The British Govern- 
ment here enforced the policy of forbidding intercourse with the 
enemy very strictly ; in fact, it would not be an exaggeration to 
say that the country was completely invested and its commercial 
life brought to an absolute standstill. The policy, too, was very 
successful, for the comparative failure of Great Britain’s efforts 
in the field reduced her to the policy of starving out the Boers. 

1 See debate in House of Commons, Feb. 20, 1855. 


2 Thus the port of Riga was blockaded by one cruiser. 
3 The following figures show how severely Russian trade was hit by the war :— 


Russian Russian 
Imports Exports 
from to Total Total 
England. England. Exports. Imports. 
£& £ £ £ 
ee 53,301 4,252,288 —- — 
1855 ws nil 473,169 5,996, 430 11,467,756 
1856 «ww Sw. )=:1,594,137 11,561,924 24,916, 249 19,316,290 


—Pender’s Statistics of Trade (London, 1869), pp. 110-3. 
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But the disproportion between the powers involved was so great 
that we were able to enforce this “‘land-blockade” without any 
appreciable suffering to anyone not interested in the most direct 
way in South African trade. 

Such has been our experience in the past. Is it possible in 
the light of it to form any conclusions as to the wisdom of reviv- 
ing the old law in all its severity? The problem has two sides : 
the one economic, and the other political and military. 

On the economic side we can lay down three general proposi- 
tions to guide us. The first is that, in ordinary trade, we shall 
lose as much as our enemy by refusing to trade with him. The 
second is that we shall be better able to turn the balance in our 
favour the more we can cut off our enemy from the outside world 
and thus prevent him from replacing our goods from neutral 
sources. The third is that the larger the area of our enemies’ 
territories, the greater will be the disturbance we shall suffer and 
the less our chance of making up what we lose in neutral markets. 
These propositions will give some guidance in nearly every war, 
although special considerations may throw all calculations out 
where one side is entirely dependent on the other for some article. 
War between the United States and Great Britain is almost un- 
thinkable, not alone because blood is thicker than water, but 
because we must buy their raw cotton, and they must sell it to 
us, or else Lancashire and the Southern States must be ruined. 
It is an interesting thought that if the German sugar industry 
had continued its triumphant growth for a few years more, sugar 
might have played almost the same réle in the relations between 
Great Britain and Germany. ‘ 

But examples of so complete interdependence are rare, and 
normally the economic loss and gain must be balanced up over 
the whole field of commerce. We saw, too, that the wars during 
the French Revolution were much less disastrous to us than those 
against Napoleon, because the volume of trade interfered with 
was much less. When we had all Europe arrayed against us, the 
rule of non-intercourse broke down. Again, the Boer War is 
an almost perfect example of a war in which conditions are in 
our favour. We only depended on the area affected for gold, 
diamonds, and ostrich feathers. The loss of the last two is not 
serious, while the cessation of gold production is at times a positive 
benefit. It would almost pay the world to foment chronic disturb- 
ances in Johannesburg and the surrounding country. Accordingly, 
the loss we suffered owing to the steps which reduced the economic 
life of our opponents to chaos was infinitesimal. 
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What are the effects of the cessation of trade with Germany 
likely to be? The mutual losses are enormous, for German and 
English industries are interdependent in countless ways. No 
two countries exchange so many “partially manufactured goods” 
and appliances for use in manufacture as these two. But it is 
an axiom of our Government that whereas we have the whole 
world to fall back on to repair our losses, we can cut off Germany 
from the outside world and leave her no way of healing her 
wounds. Were this complete blockade made possible by the inter- 
vention of Holland, Italy, and the Scandinavian countries, there 
would be much in this plea, but at the moment the only perma- 
nent effect can be a rise in prices of articles which are essential 
to German industry, which need not be great, as, with the excep- 
tion of Hamburg, Germany’s best ports are in neutral countries. 
Had the Germans not been foolish enough to invade Belgium, 
they would have got everything through Antwerp without any 
appreciable rise at all.? 

But the following facts stand out. The area in Central Europe 
which we are treating as hostile is so large and varied that for 
many purposes it must be self-sufficient ; while it is so well served 
by neutral ports that it cannot be deprived of raw materials to 
carry on its industry. Indeed, there may be no need for any rise 
in prices ; the scale of German and Austrian industry must auto- 
matically be reduced by the withdrawal of ten million men for 
their armies. It is therefore probable that the amount of goods 
which formerly went through the neutral ports will be enough to 
meet the modified demand. In this case our elaborate precautions 
will be practically useless, and the losses caused by the war will 
be reduced to those due to the withdrawal of labour from industry 
and the mutual losses caused by the cessation of advantageous 
exchanges. In other words, the economic losses of Germany and 
Austria will be confined to those which are balanced by a corre- 
sponding loss on our part, and those which they inflict on them- 
selves in the course of a vigorous persecution of the war. Com- 
pared to these any other losses inflicted by deep-laid economic 
plots on our part can be but pin-pricks. 

Generally, the economic war with Germany is a newspaper 
myth. The losses on each side balance fairly evenly ; and, unless 
a surprise is in store, and one of the long-prophesied petrol, 

1 At the moment it is difficult to foretell whether the British Government will 
consider that its hands are freed by Germany’s astonishing methods of carrying 
on naval warfare, and will make its blockade of Germany more effective, by a more 


rigorous interference with neutral trade. If that is the case, it may be necessary to 
modify what is written above. 
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copper, or chemical famines ultimately occurs, there is not the 
least probability of economic pressure proving decisive. The most 
astonishing moral of the war has been the revelation of the 
capacity of an excited people for self-denial. On all hands we are 
doing without things formerly considered useful or even neces- 
sary ; every extra halfpenny paid for a glass of ale, every glass of 
lager beer refrained from in England, is exaggerated into an act 
of lofty patriotism. Is there any evidence of a different spirit 
being abroad in Germany? 

While these measures only aggravate the chaos which is 
inseparable from war, they have serious consequences even in 
peace-time. During the age of anti-German scares, much too 
little attention was paid in England to the use made of these 
periodical ebullitions by German insurance companies. When- 
ever relations between the Governments or Presses of the two 
countries were embittered, Hamburg newspapers published long 
articles explaining the English law, as they saw it. Their object 
was to persuade German insurers that policies with England 
houses were bad investments, in view of the fact that war was 
very possible, and that in that event the contracts would be sus- 
pended or at an end. This cannot have been without effect, and 
thus in time of peace we lost owing to the policy we pursued in 
time of war. 

Economically, this policy will not bear examination. There 
remains the political and military side of the problem. The rule 
of non-intercourse with the enemy was dictated in the first 
instance by political and military necessity, and judgments con- 
demning trade with the enemy have always been based on con- 
siderations of policy. The great American judge Story laid these 
down in the case of the Rapid. “The ground upon which such a 
trading with the enemy is prohibited is not the criminal inten- 
tions of the parties so engaged in it, or the direct and immediate 
injury to the State. The principle is extracted from a more 
enlarged policy, which looks to the general interest of the nation, 
which may be sacrificed under the temptation of unlimited inter- 
course or sold by the cupidity of corrupt avarice.” ? It is obvious 
that if trade went on freely between belligerents, even through 
neutral channels, it would be exceedingly difficult to limit the 
amount of useful information an enemy could collect, apart from 
the temptation of traders to give such information as would safe- 
guard their own ventures. It would, too, be impossible to prevent 
contraband goods being sent in considerable quantities. In any 
1 § Crouch, 160. 
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case, the trade would be subject to an intolerable amount of 
interference and examination. 

But what perhaps weighs most of all is the danger of a con- 
siderable trading interest being attached to the enemy by bonds of 
interest. You would, at the same time, attach part of the enemy’s 
population to yourself, but the fear of loss always proves greater 
than the hope of gain by this means. This point is psychological. 
Statesmen know in their hearts that in order to brave a democracy 
to bear the terrible losses and sorrows entailed even by triumphant 
warfare, a mob-instinct of horror and repellence must be culti- 
vated and maintained. The word “Germany” must always be 
used so as to stir up a complex of anger and disgust. If English- 
men were trading with Germans they would constantly be having 
friendly interchange with them and would be reminded that 
Germans are—in the mass—not barbarians and traitors, but 
ordinary people. The word “German” would be redolent, not of 
hatred, but of profitable contracts. Thus, the reaction caused by 
the word “Germany” would be lessened, and a valuable stimulus 
to self-sacrifice and, in a volunteer country, to recruiting would be 
lost. : 

Our final task is to weigh the economic advantages of continu- 
ing trade against these disadvantages. In normal times there is 
no doubt which would prevail, but wartime is not a normal time. 
It is a time when ordinary standards go by the board, and when 
everything is sacrificed to the end of injuring the power, wealth, 
and credit of your enemy. Normally it would seem madness to 
inflict such losses upon English trade as the Government are now 
doing, but at a time when for slight military advantage a Govern- 
ment will raze the houses of its subjects, and bombard its own 
cathedrals and castles, such deliberate self-sacrifice becomes the 
rule. There is little doubt that however undesirable this course 
may be on every other ground, trade with the enemy will continue 
forbidden from “the more enlarged policy” of treating the 
enemy’s country as a plague-spot and avoiding intercourse with 
him as if he were infected. 

G. E. TovuLMIN 
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NOTES AND MEMORANDA 


On GRADUATION OF INCOME TAX. 


It is obvious that the present complex system on which income 
tax is levied presents at least two serious anomalies. In the first 
place there are several points in the scale of income where dis- 
continuities occur and where a man, by adding a pound to his 
annual gains, actually loses on his net income through the increased 
rate of taxation. Thus a man with earned and declared income 
of £500 pays the tax on £350 ; but with earned and declared income 
of £501 he pays on £381, so that his extra pound of income costs 
him an extra £1 3s. 3d. in tax. A man with earned income of 
£700 pays on £630 ; an increase of one pound in his income makes 
him pay an extra tax of £2 13s. 3d. In the case of unearned 
income the difference is, of course, greater. In the first case the 
man’s extra pound involves him in a net loss of 16s. 2d., and in 
the second case of £3 2s. 10d. 

When the earned income is larger, there is a much worse dis- 
continuity. Thus if a man earns £2,000 he pays in income tax 
£75; but if he earns £2,001 he pays £101 1s.; his extra pound 
costs him, therefore, £25 1s. in taxation. If he earns £3,000 
he pays £150; but if he earns £3,001 he pays £175 1s. 2d.; and 
similarly for an income of over £5,000.1 

There seems little doubt that this inequitable burden, amount- 
ing sometimes to 1} per cent. on the total income, incurred at 
certain fixed points is an appreciable sum, even to a man with 
the handsome income of two to tliree thousand a year; and there 
is, I suppose, little doubt that in declaration of income men will 
be tempted to bring their return just within the critical figure ; 
indeed, the simple process of insuring their lives for a few hundred 
pounds would achieve this result in a most legitimate way, to the 
real detriment of the national revenue. 

The other and not less obvious anomaly is that there is no 
graduation at all between certain limits. Thus a man with £700 

1 These figures have been based upon the taxation scheme of the year 1913-1914, 
as, at the time of writing, the scheme for 1914-15 was still swb judice. It may be 


added that in the scheme for 1914-15, a procedure not unlike that proposed below 
has been adopted in the case of supertax. 
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a year pays at exactly the same rate, earned or unearned, as a 
man with £2,000 a year; surely between these limits lie a vast 
number of professional and other incomes earned by people whose 
standards of refinement and whose practically necessary outlays 
are not widely different, but whose superfluous incomes vary, one 
may say, as a rough approximation, from £0 to £1,300 
a year; and it is nowadays admitted that superfluous income, 
whatever that may mean, should pay a higher rate than necessary 
income; indeed, this is the only justification for any graduation 
whatever. 

There is, however, a very simple principle which I believe 
would in many ways ease the difficulties of assessing, explaining, 
and collecting income tax. It is that individual income should 
be divided into blocks ; e.g., first hundred, second hundred, third 
hundred, etc., and that each block should be taxed on some 
progressive scale. 

As an illustration, suppose that the first hundred pounds 
of income were to be free from tax, the next hundred to be 
taxed at a penny in the pound, the next at twopence in the pound, 
and so on, it is clear that a progression free from any sudden leaps 
is established ; it is also clear that a man with an income measured 
by an exact number of hundreds would pay a tax expressed in 
pence per pound by exactly half that number less one. 

For example, an income of £500 would pay one-half of (5 less 
1), or two, pence in the pound on the whole income; an income 
of £1,000 would pay 44d. in the pound, and so on. Any odd 
sum less than £100 would pay on its own rate; for instance, an 
income of £760 would pay 3d. in the pound on the £700, but 
7d. in the pound on the £60. 

The calculation is not difficult, and can, by a slight adjustment 
of scale, be included in an exceedingly simple rule. The blocks 
need not be uniform ; indeed, it is almost essential that they should 
increase in some way with the income. They could be arranged, 
for instance: first, second . . . ., tenth, hundred; second, third 

. ., tenth, thousand, and so on. 

In this way it is clear that every additional pound will bring 
its own tax, and no one can lose by increasing his income. 

The proposed scheme is not altogether a novel one. Some 
instances analogous to it in principle are cited by Professor Selig- 
man (Progressive Taxation in Theory and Practice), the 1881 
Inheritance Tax in New Zealand, for example, and the 1895 
Income Tax in Victoria. It is also interesting to note that 
Thomas Paine, in his Rights of Man, Part II., Ch. V., fifth 
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edition, 1791, proposed the following scheme :—Incomes from £50 
to £500 to pay 3d. in the pound, the next £500 to pay 6d., the 
next thousand 9d., the third thousand one shilling, and so on 
until the twenty-third thousand is called upon, with all beyond 
this limit of income to pay twenty shillings in the pound. Thus 
the maximum net income allowed is £12,370 per year, correspond- 
ing to a gross income of £23,000 and upwards. Few persons 
will be found to approve a system which must at the best 
remove any inducement to employ capital in a large spirit, and 
which would almost certainly arrest, if not destroy entirely, all 
those developments of civilisation such as art, science, 
and literature, which are in great measure dependent on the free 
allocation by individuals of their superfluous wealth. But in 
spite of the serious, and indeed insurmountable, objections to 
Paine’s proposals, the principle at the bottom of them is a sound 
one. 

Mr. Douglas White, in a recent article in THE Economic 
JOURNAL (September, 1911), proposed a scheme by which incomes 
up to £100 are to be freed from tax, and those above this sum 
are to be taxed by a logarithmic law; the exact law being “rate 
of tax per pound to be proportional to the logarithm of one 
hundredth part of the income.” The unit of tax being settled 
(e.g., whether £1,000 is to pay one, two, three, four-pence per 
pound), the rate is obtained by multiplying this unit by the 
logarithm referred to, and of course the actual levy on a given 
income will be found by a further multiplication of the rate by 
the amount of income. It is in this set of multiplication sums, 
requiring a constant reference to tables which would be necessarily 
cumbrous, that the only practical objection to Mr. White’s 
proposal seems to lie. The following examples will make his 
method clear—assuming, for the sake of argument, that the unit 
rate is one shilling in the pound. 
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Intermediate sums would pay at intermediate rates. For 
larger incomes the rate increases, but always more slowly; thus 
for incomes from £1,000 to £10,000 we have, according to the 
same scheme :— 





Logarithm of Rate of tax | 


Income in pounds. income -~ 100. per £ in pence. | Total tax leviable. 
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The rate on £100,000 would be three shillings, and that on 
£1,000,000 four shillings, and on an income of £10,000,000 the 
rate would be five shillings in the pound. It is clear that it 
would be a simple thing to break the rule at a certain maximum, 
but in view of the fact that an income of £100,000,000 would 
have to be reached before the tax became six shillings in the 
pound, this seems an unnecessary precaution. 

Without further discussion, I now venture to give my own 
proposal. The suggestion is to leave the first hundred pounds 
free, and then, having selected a unit, to tax the second hundred 
at 2 units, the third at 4 units, the tenth hundred at 18 units. 
The result of this will be that incomes of an exact number of 
hundreds will be taxed on all but the first hundred pounds at 
a rate given in units by the total number of hundreds; in other 
words, an income of £600 will be taxed at 6 units on £500, and 
an income of £700 at 7 units on £600, and so on. That this is 
correct a moment’s consideration of the first case first given 
will show, for the average of 2, 4, 6, 8, 10 rate units of the second, 
third, fourth, fifth, and sixth hundreds respectively is clearly 
equivalent to a uniform rate of 6 units on £500, and so on in 
other cases. 

But it is when we come to an intermediate income that the 
simplification of the calculation is specially important. Suppose, 
for example, that a man has an income of £634; here he will 
be taxed at 6 units on £500, and at 12 units on the extra £34 
which falls into the seventh hundred; 1.e., at double the rate on 
the main sum; but this is equivalent to 6 units on twice £34, 
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or on £68; and his tax will therefore be at the rate of 6 units 
on £(634 -100+34), or on £568, a calculation of extreme sim- 
plicity ; the rule is quite general, and may be expressed thus: 
add to any income the units and tens, subtract the free £100, 
and tax the result at the rate given by the hundreds figure of 
the actual income. 

It is perhaps worth noting in a different way how this method 
prevents any discontinuity at the hundreds, although the fact 
is clear from the reasoning used. If a man’s income were just 
below £700, say £699 19s. 11d., he will be taxed on 
£699 19s. 11d. + £99 19s. 11d., or say £700 at 6 units; if it is 
£700 Os. 1d., he will be taxed on £600 Os. 2d., or say £600 at 
7d.; the taxes are identical. Under our present system an extra 
twopence of income means an increase in tax of seventy times 
the tax per pound, or—in the case of unearned income—£4 1s. 8d. 
additional tax for 2d. additional income. 

Just as in Paine’s method this system, if not modified, would 
result in an absolute confiscation of all income beyond a certain 
large, but by no means unreasonable, amount ; and to remedy this 
objection a readjustment of the steps or blocks would be necessary. 
To this end I propose that the first thousand, being taxed, in 
accordance with the system described, at 9 units, the next 
thousand should be taxed at 11 units, and so on till the tenth 
thousand is taxed at 27 units. This means, by reasoning precisely 
similar to that already used, that the tax on £10,000 a year is 
at the rate of 18 units. The tax on £6,000 a year would be at 
the average of the rates 9, 11, 13, 15, 17, 19 units, or, as is fairly 
clear, 9+5, or 14 units; while an odd sum such as £6,436 would 
be taxed at a rate of 14 units on the £6,000 and 21 units on the 
£436, or 14 units on the whole and 7 units extra on the £436; 
similarly, £7,291 would be taxed at 15 units on the whole and 
8 units extra on the £291; and so on. 

When the income exceeds £10,000, the progression would be 
29, 31, 33, 45 units on the successive groups of £10,000, giving 
a tax of 27 units on £100,000; similarly, 36 units on £1,000,000, 
and 45 units on £10,000,000. 

The following table gives the rate of taxation per pound on 
incomes from £100 to £100,000, according to the method of 
Paine, of White, and of this Paper, assuming such a unit as will 
give a tax of one shilling in the pound on an income of £1,000 
in each of the last two systems. For Paine’s system his own, 
scale is taken, with a very slight modification in the first thousand 
pounds of income only :— 
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It is not pretended for a moment that the suggestions and 
considerations here submitted are in any sense final, or even 
practicable in their present form. The problem of taxation at 
the source of income, for example, would require careful and 
separate treatment. At the same time there seems no objection 
to the principles of the methods proposed; and if they can be 
made practicable in the case of a tax upon incomes it is possible 
that they might be extended so as to include death duties, legacy 
duties, and indeed almost every form of tax upon property. 

J. E. A. STEGGALL. 





PANAMA CANAL TOLLS. 


So much confusion has existed on both sides of the water 
regarding Panama Canal tolls that a few words of explanation 
may not come amiss. The Hay-Pauncefote treaty provided that 
in consideration of the surrender by Great Britain of her previous 
joint control over any Isthmian canal that might be built, the 
United States agreed that the ships of all nations should have 
equal rights of passage through the canal upon paying the tolls 
and conforming to the regulations that might be fixed, and that 
there should be no discrimination for or against the ships of any 
country in the matter of tolls, or otherwise. 

As we were approaching the completion of the new waterway 
it became necessary to have some regulations for operating it. 
Naturally the people of California were particularly interested, 
since it promised to deliver them from the monopoly of the 
Southern Pzcific Railway. By exempting our coastwise ships from 
tolls she could force down the charges of the Southern Pacific 
Railway on overland traffic and deal a heavy blow at the monopoly. 
So California embarked on the equivocal task of saving money 
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for herself by sacrificing that of the United States. The irony 
of fate decreed that she should gain from this endeavour nothing 
but the ill-will of certain foreigners for her Panama Pacific 
Exposition. 

Here the toll exemption idea took its start. Little attention 
was given to it at first on the Atlantic side of the continent. Not 
one person in a thousand knew the provisions of the Hay- 
Pauncefote treaty, or knew that there was such a treaty. Not 
one in ten thousand had ever heard of the Clayton-Bulwer treaty. 
The few who did know something about these treaties and the 
reasons for making them and the serious consequences of breaking 
them, did not bestir themselves early. They did not believe that 
such a measure could pass Congress. Moreover, each citizen had 
his own affairs to engross his attention. Nobody was particularly 
interested to go to Washington to oppose the tolls exemption. On 
the other hand, there were persons who had a particular interest 
to favour it. Among these was the ship subsidy gang, who had 
been vainly besieging Congress for a quarter of a century to open 
the doors of the public treasury to them. The shipbuilders natur- 
ally joined hands with them to support the measure, on the 
grounds of patriotism and a desire to fly the American flag on the 
high seas. Here was a tri-partite organisation having a pecuniary 
interest to pass a Bill through Congress, and no organisation 
having a pecuniary interest to oppose it. 

Presently a fourth party appeared on the scene, which had 
perhaps more influence in pushing the Bill than the other three 
combined—the Irish Clan-na-Gael. The soul of this organisation 
has but a single thought, and that is to antagonise.England. It 
even fights against John Redmond, because he does not fight 
against England. It supported the Tolls Exemption Bill in order 
to embroil us in hostilities with England. It poured a constant 
stream of petitions into Congress for the tolls exemption, and 
simultaneously another stream against the celebration of “the 
so-called hundred years of peace with Great Britain.” In its 
view the past hundred years have not been years of peace with 
England, but of suspended hostilities with that country. It called 
a public meeting in New York a short time since to denounce 
the Home Rule Bill supported by the British Ministry, and to 
rebuke John Redmond for supporting it. Four-fifths of the men 
and women who came to the meeting were Germans. They 
adopted resolutions censuring John Redmond, and then sang 
Die Wacht am Rhein. Another Irish gathering had been hastily 
called at another place the same evening to sustain Redmond. 
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This meeting contained a larger number of Irishmen than the 
other, but no Germans at all, and here Redmond was cheered 
to the echo. 

The Clan-na-Gael, being a secret society, had the same 
psychological effect on Congressmen that a hostile submarine has 
on a fleet of cruisers. It threatened to defeat every one for 
re-election who should vote to repeal the tolls exemption, or who 
should vote money to celebrate the ‘so-called hundred years 
of peace.” 

When the Tolls Exemption Bill actually passed Congress and 
was signed by President Taft, the indignation of the better classes 
was greatly stirred, and an organisation was started to promote 
its repeal. A circular was sent to the leaders of public opinion 
in all the States calling for an expression of their views on the 
subject. The result was the most influential pronouncement of 
sound principles from college presidents, clergymen, lawyers, 
doctors, teachers, scholars, literary men, publishers, and others 
capable of judging on such a matter, that has been collected on 
any public question since the civil war—nearly all adverse to the 
tolls exemption. The peace societies took the matter up and 
held meetings, passed resolutions, circulated petitions, and made 
as effective a campaign as was possible in the short time remain- 
ing. President Wilson sent a special message to Congress 
requesting that the tolls exemption be repealed. He was willing 
to admit that there was room for doubt as to our right under the 
treaty to exempt our coastwise ships from tolls, but he was not 
willing that the national honour should remain subject to a doubt. 
Thus he avoided an interminable hair-splitting argument, and 
centred public attention on the doubt. 

The vote on the repealing Bill in the House, March 31st, was : 
yeas 247, nays 162; in the Senate, June 11th, yeas 50, nays 35. 
And this was President Wilson’s greatest achievement up to the 
present time. Horace WHITE 


New York, 
December, 1914. 





REPORTS ON SOUTH AFRICA. 
Dominions Royal Commission. Third Interim Report. (South 
Africa.) Cd. 7505. Price 9d. 
Dominions Royal Commission. Minutes of Evidence. ‘Two 
volumes. Cd. 7706, 7707. 


Tus report deals with the external trade of South Africa, 
the position as regards mining, the progress of agriculture, and 














144 THE ECONOMIC JOURNAL [MARCH 


with railways, harbours, shipping, and cables. It affords a useful 
and, on the whole, well-balanced summary of the state of that 
“dominion,” which differs in such important respects from the 
others, and if its purpose is to assist statesmen in other parts of 
the Empire, the authors may claim success—within their own 
circle of thoughts. But, unfortunately, the outlook of the com- 
mission .is throughout that of the business man, rather than of 
the statesman or the social student. The Commission treat South 
Africa as a “business proposition” to be developed to the best 
pecuniary advantage, and to that end their advice is valuable. 
But the report does not touch upon any question of ‘“‘nation- 
making” ; does not even deal with business matters in the style 
of a man who has a grip on the larger problem. The most urgent 
problem dealt with in the report is as to the management of the 
mines, particularly of the Witwatersrand gold mines: and it is 
here that the limitation of outlook shows most clearly. 

Thus, the report states, “‘We believe that a remedy for much 
of the trouble and difficulty which now exist in the mining indus- 
try would be found, were supervision entrusted only to thoroughly 
competent and experienced white men, even if this involved a 
higher standard of wages than that now existing. If this prin- 
ciple is adopted and the white employee raised both in pay and 
status by employing him only in posts of technical difficulty and 
of real responsibility, it is obvious that some extension upwards 
of the sphere of the native labourer is necessary to fill the place 
of the inefficient white worker.” ‘True enough in its way; but 
the result would be the displacement of large numbers of ordinary 
white miners and other workmen, thus exasperating the bitterest 
struggle of all—that between the blacks and the poorer whites. 
It is quite probable that the Kaffir workman will improve suffi- 
ciently to do much of the work that is now done by white men. 
He shows extraordinary intelligence and adaptability, even now 
that he is handicapped by want of reasonable facilities for educa- 
tion ; indeed, the progress of the Kaffir during the last decade 
has attracted very general notice. But what is to be the future 
of a country in which there is a large class of propertyless whites, 
whose brains are in many ways inferior to those of the Kaffirs, 
and whose vitality is almost certainly less? And how long can 
this country be organised on a basis of universal suffrage for 
whites and no political rights whatever for blacks? The report 
does not consider even the purely business question in this political 
aspect. 

The Commission have no misgivings as to the saleability of 
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what South Africa produces, although this is chiefly gold, dia- 
monds, and ostrich feathers. They may be right, although, of 
course, the war has for the time affected trades in luxuries more 
than any other. But how far gold is a safe support to depend on 
in the future is an intricate question, and outside the range of the 
Commission’s reference. 

The report notes fair progress in agriculture ; but here, again, 
it passes almost obliviously by the fundamental political question 
involved—that of land tenure. Practically all that is said on the 
matter is contained in the sentence, “ We venture to suggest that 
it would be worth while for the Union Government to institute 
inquiry into the measures which have proved so successful in 
Australia and New Zealand in opening up the country for settle- 
ment.” The reviewer ventures to suggest that South Africa will 
never be prosperous until the whole question of land tenure and 
taxation is dealt with drastically in the interest of the population 
as a whole. 

The paragraphs on the development of the trade route to 
Australia, vid South Africa, are suggestive, and may be com- 
mended to the notice of many who are not concerned with South 


Africa’s internal problems. 
R. A. LEHFELDT 





Union of South Africa. Report of the Economic Commission, 
January, 1914. [U.G., No. 12 of 1914. 3s. 6d.] 


Correspondence Relating to the General Strike in South Africa. 
[Cd. 7348. 2s. 3d.] 


THIs Commission, of which Professor S. J. Chapman was 
chairman, was appointed in September, 1913, to inquire into the 
relative costs of living, levels of wages, and costs of production in 
South Africa (with special reference to the Witwatersrand) and 
other countries; and also to consider certain questions of policy 
with regard to labour organisation—a minimum or subsistence 
wage, payment for overtime ard for night work. 

The Commission was able to supplement its own inquiries on 
the former questions by some unofficial data obtained at the Cape, 
and the recent volumes issued by the Board of Trade. The diffi- 
culties which beset a comparison between countries where the 
nature of consumption varies are well known, and the Commis- 
sioners claim for their figures only an outline statement of the 
position ; although these figures well stand the test of comparison 
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with the results of other inquiries given in Table X. (p. 17). The 
following is the statement as regards costs of living :— 














| 
Food. Rent. Food and Rent. 
| 
| 
Witwatersrand ... | 100 | 100 100 
South Africa : 90 80 87 
United Kingdom 64 23 } 49 
EPANOO..5 66. 5 72 22 54 
Germany 70 28 56 
United States 83 47 71 
1 England. 


The costs of food are calculated on a mean between the relative 
costs according to the South African standards of consumption 
and the standards of the other countries. The chief factor in 
the relatively high cost of living in South Africa is rent, which 
costs about half the family expenditure on food, in some towns 
even more than that; while in America it is a third, in England 
and Germany about a fourth, in France and Belgium about a 
fifth. Yet house property is not a good investment anywhere in 
the Union. The Commissioners hold that racial division is a 
chief cause of this result, since the class of house considered is 
provided only for the limited market of the white population, 
without any continuity in the demand from below. Yet is not 
this problem of want of houses, high rents, and poor returns, just 
that which has been recently put forward as obtaining in 
England? Is there a “gap between the strata ” here also? 

The Commissioners present the facts about relative money- 
wages of skilled artisans (allowing for hours of ‘labour), and 
obtain, with some cautions, a final table of real wages as 
follows :— 


Johannesburg... ... ... 100—110 BYANOC sc ss5 ce eee os, AS 
South Africa... ... ... 92—101 Germany ... ... .. ... 46 
United Kingdom ... ... 63 United States ... ... ... 101 


These figures are somewhat too favourable to the Union, since 
“conventional” expenditure has not been reckoned, and it rules 
high in new countries, especially where a white population wishes 
to keep a clear distance between itself and the natives. And 
wages must in any case rule high if it is desired to attract white 
immigrants to a country where natives do the unskilled work, so 
that the white workman “has no second line of defence” against 
destitution. There are also special dangers of disease in the 
mines, which are partially met by the increasing use of the single- 
shift system. But when all is allowed for, labour on the Rand 
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is “better off than in America and much better off than in 
Europe.” 

White labour at the Cape fills the supervisory positions, and 
the Commissioners are dissatisfied with the methods of preliminary 
training. “The stream of young people who complete their train- 
ing is too small to maintain the supply of skilled labour for South 
Africa.” Clerical work of lower grade is often preferred to better- 
paid work that is associated with manual labour. The suggestion 
is made that the Government should enable children from country 
districts to live cheaply in hostels in the cities while they are 
training. But the problem is by no means intractable, and it has 
to be remembered that school education continues as a rule till 
sixteen. 

As regards native labour, the main grievance is due to an 
arrangement made between the mines and the Native Recruiting 
Corporation, which limits the average wage earned per shift by 
machine boys to 2s. 3d. This appears to be due to a desire to 
avoid overworking, but the Commissioners point out that the 
native works for a few months at a time, and then takes a long 
rest. They believe that this maximum average both limits 
efficiency and makes for unrest. They think that a more con- 
tinuous study of the native question should be made, in view of 
the increasing efficiency and education of coloured labour, and 
that an impartial board should be set up for the purpose. Com- 
petition between white and coloured labour in skilled trades is at 
present negligible, but no obstacle should be placed in the way of 
natives capable of advancement. 

As regards the general question of organisation of the labour 
world in South Africa, it may be said briefly that the Commis- 
sioners recommend that the usual steps should be taken for this 
purpose. They declare against any legal minimum subsistence 
wage, or local wage boards, and pronounce for the voluntary 
system. Trade unions should be recognised, and registered if they 
wish it ; conciliation boards set up, and an industrial commissioner 
appointed to administer labour legislation and deal with questions 
of low wages. <A Factory Act should be passed, and one day’s 
rest in seven required. 

The Report is an interesting study of labour conditions in a 
new country. That the time had come for regular means of 
procedure and completer organisation is shown by the volume of 
correspondence relating to the strike which actually took place 


during the sittings of the Commission. 
D. H. MacGREGoR 


E. 2 
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OTHER OFFICIAL PAPERS. 


Manual of Emergency Legislation comprising all the Acts of 
Parliament, Proclamations, Orders, etc., passed and made 
in consequence of the War, to September 30th, 1914. 
Edited by ALEXANDER PuuLLiInG. Published by authority, 
1914. Price 3s. 6d. 


Supplement to December 5th, 1914, to the Manual of Emergency 
Legislation. Edited by ALEXANDER PULLING, 1914. Price 
ls. 6d. 


Copies of the Postponement of Payments Act, 1914, and of the 
Proclamations issued thereunder, dated August 2nd, August 
6th, August 12th, September 1st, and September 3rd. [Cd. 
7633.] 1914. Price 14d. 


Further Papers relating to the measures taken by H.M. Govern- 
ment for sustaining credit and facilitating business. [Cd. 
7684.] 1914. Price 13d. 


THE emergency legislation, most of which has been passed 
with little or no discussion, together with the consequent 
Proclamations, etc., amounted by the end of 1914 to nearly 
800 pages. 

For the measures taken relating to Trade with the Enemy 
and the Declaration of London, reference must be made to the 
Manual. But most of the measures of special financial interest 
are reprinted in the two White Papers 7633 and 7684 referred 
to above. The first gives the terms of the earlier moratorium 
Proclamations, and the second gives the Proclamation of 
September 30th, the Treasury Orders relating to the provision of 
funds for acceptors of pre-moratorium and other Bills, the scheme 
for providing Government assistance to the Stock Exchange, and 
particulars of the measures taken for providing relief to British 
traders in respect of debts abroad. These two papers, in con- 
junction with House of Commons paper 457, supply, at a total 
cost of 43d., a compendious statement of the chief steps taken 
by Government to assist the financial world. 





Report of the Board of Trade on the State of Employment in the 
United Kingdom in October, 1914. [Cd. 7703.] 1914. 
Price 43d. 


Report of the Board of Trade on the State of Employment in the 
United Kingdom in December, 1914. [Cd. 7755.] 1915. 
Price 13d. 


THE contents of these reports have been dealt with in a 
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special article (above) in this issue of the Journal, and in a 
similar article in the preceding issue. 





Report on the Special Work of the Local Government Board 
arising out of the War up to December 31st, 1914. [Cd. 
7763.| 1915. Price 43d. 


THIs includes reports'on the relief of distress, on the reception 
and accommodation of war refugees, and on the colonial gifts in 
kind. 





National Health Insurance. Report of Departmental Committee 
on Sickness Benefit Claims. [Cd. 7687.] Price 9d. 
Evidence and Index. 4 vols. [Cd. 7688, 7689, 7690, 7691. | 
Price 3s. 7d.+4s8.+3s. 4d.+10d. 


Unemployment Insurance. Decisions given by the Umpire re- 
specting demarcation of trades up to February 12th, 1914, 
together with index. H.M. Stationery Office. Price 1s. Od. 


Report on Strikes and Lock-Outs and on Conciliation and Arbitra- 
tion Boards in the United Kingdom in 1913, with comparative 
statistics. [Cd. 7658.] 1914. Price 1s. 3d. 





The Railway and Canal Traffic Acts, 1854, 1873, 1888, and 1894, 
and other Statutes, with the General Rules of the Railway 
and Canal Commission. H.M. Stationery Office. 1914. 
Price 2s. 


TuHIs publication brings together the law of this country re- 
lating to railways down to the Railway and Canal Traffic Act, 
1913. 





Departmental Committee on Agricultural Credit in Ireland. 
Minutes of Evidence, Appendices, and Index. [Cd. 7376.] 
1914. Price 5s. 5d. 


THE report of the Committee based on this material was 
reviewed by Prof. Chapman in the Economic JOURNAL for 
December, 1914, p. 637. The Appendices include some useful 
notes on agricultural credit abroad. A brief note on agricultural 
credit in France, furnished by M. Picard, Secretary to the Bank 
of France, may be specially mentioned. 





Fourteenth Financial and Economic Annual of Japan. Tokyo: 
Government Printing Office. 1914. Pp. 202. 








150 THE ECONOMIC JOURNAL [MARCH 


OBITUARY.—PIERRE LEROY-BEAULIEU. 


WE have received with deep regret news of the death from 
wounds received in action of M. Pierre Leroy-Beaulieu, Professor 
at the Ecole des Sciences politiques, and assistant to his distin- 
guished father, Paul Leroy-Beaulieu, in the editorship of the 
Economiste frangais. M. Leroy-Beaulieu was gazetted Captain 
of Territorial Artillery at the outbreak of war. He took part 
before Charleroi in the campaign of Belgium, was in the retreat 
on Paris, in the battles of the Marne and Aisne, and fell on 
January 13th at the head of his battery in the action to the 
north of Soissons. The circumstances of his death are recorded 
in the following letter addressed to Madame Pierre Leroy-Beaulieu 
by the head of the German ambulance, in whose hands he died :— 


‘*Trks Honortéte MapamMe,— 
‘““C’est avec l’expression de la plus profonde condoléance que j’ai 
l’honneur de vous faire part que M. votre mari, capitaine d’un groupe de 
territoriale du .© régiment d’artillerie, est mort avant-hier, dans mon 
ambulance, des suites d’une grave blessure & la téte. Ainsi qu'il m’a été 
rapporté, il a été blessé en combattant avec la bravoure d’un héros. 

‘‘Aprés que tous ses servants furent tombés, il a servi encore lui-méme 
sa piéce; quand il fut obligé de cesser, il continua 4 se défendre avec son 
revolver & la main jusqu’d ce que la balle, qui pénétra dans la tempe droite 
en endommageant 1’ceil, l’eit atteint. 

“Tl a été blessé le 13 janvier. La blessure était si grave qu'il a perdu 
immédiatement connaissance et ne l’a plus retrouvée jusqu’A sa mort, qui 
a été sans souffrance et douce. L’enterrement a eu lieu aujourd’hui, dans 
notre cimetiére de militaires, avec les honneurs militaires, en présence 
d’officiers et de soldats allemands. 

‘‘La tombe a été ornée d’une croix et est reconnaissable par le numéro 76. 
La bénédiction a été donnée par le prétre catholique de la division de notre 
corps d’armée. Je m'incline profondément et plein d’admiration devant la 
vaillance de ce camarade combattant héroiquement jusqu’é la derniére 
extrémité pour sa patrie. 

‘““Ce m’est en méme temps une douleur que notre science médicale, qui, 
bien entendu, a tout fait pour lui venir en aide, n’ait pu réussir & conserver 
cette vie si précieuse pour les siens. 

“Veuillez agréer, Madame, l’expression de ma plus haute considération. 
Que Dieu vous console, vous et vos enfants. 

‘*Dr GEISSLER, 
““Stabsarzt et médecin-chef de lVambulance n° 


” 
. 


M. Pierre Leroy-Beaulieu was born in 1871. Since 1895 
he had been assistant editor of the Economiste francais, and since 
1903 Professor at the Ecole libre des Sciences politiques. From 
1906 to 1914 he was a member of the Chamber of Deputies. 
His three principal works— Les Nouvelles Sociétés anglo-saxonnes : 
(Australie et Nouvelle-Zéland, Afrique du Sud),La Renovation 


‘ 
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de l’Asie, and Les Etats-Unis au «xz® siécle, of which the last 
two have been translated into English, were written in the years 
succeeding two long voyages undertaken at the close of his educa- 
tion and military service. On the eve of war he published a 
study on Les Impéts et les Revenus en France, en Angleterre, 
et en Allemagne. Members of the Royal Economic Society will 
remember a visit paid by M. Pierre Leroy-Beaulieu to a recent 
Congress of the Society, and the admirable speech which he 
delivered in English at the dinner which followed the Congress. 
His tragic death is a serious loss to the younger generation of 
French publicists. 





WE regret to announce the death in action of Frederick 
McMahon Hardman, scholar of King’s College, Cambridge, a 
member of the Royal Economic Society, and already an occasional 
contributor of reviews to the Economic JournaL. Mr. Hardman, 
who was in his twenty-fifth year, was a 2nd lieutenant in the 
Special Reserve of the Royal Fusiliers. His loss is bitterly 
lamented by many friends who anticipated for him a distinguished 
and useful future. 





CURRENT TOPICcs. 


THE following were elected fellows of the Royal Economic 
Society at the last meeting of the Council :—J. Baxter, A. I. 
Belisha, N. K. Bhattacharjee, J. F. T. Blydenstein, D. G. 
Boissevain, J. F. Burke, A. D. Campbell, C. A. Conant, R. D. 
Dalal, J. P. Day, D. Fage, O. T. Falk, H. S. Gregory, R. C. 
Gudge, W. B. Hunter, International Institute of Agriculture, 
Rome, R. H. Jack, E. J. W. Jackson, J. H. Clifford Johnston, 
R. A. Macdonald, D. D. Marlais-Davies, R. C. Mills, K. Mogami, 
Simeon Newman, C. J. Poole, 8S. J. Schofield, J. D. Smith, 
Donald Stalker, S. R. Todd, James Watson, J. D. Watson, 
Mortimer Woolf, Ezra Wroot, R. C. Wyse. 





THE following libraries or institutions have been admitted 
to full or limited rights of membership :—Goldsmiths’ Library, 
University of London; Leeds University Library; Somerville 
College Library, Oxford; All Souls’ College Library, Oxford ; 
Bradford Public Library ; Princeton University Library; Bureau 
of Railway Economics ; New York State Library ; Johns Hopkins 
University Library. 








RECENT PERIODICALS AND NEW BOOKS. 


Statistical Journal. 


January, 1915. The Progress of the United Kingdom from the War 
of the French Revolution to 1913. Lorp We py. Presidential 
Address. Some Notes on the Census of Occupations for England 
and Wales. D. Carapoc Jones. A useful analysis. Foreign 
Exchanges since the Outbreak of War. 


The Political Quarterly. 


DeceMBeR, 1914. The Administration of Public Relief Funds. 
F. G. D’Aetu. The Political Theory of Mr. Norman Angell. 
A. D. Linpsay. A criticism. Local Government and the War. 


The Round Table. 


DEcEMBER, 1914. War and Financial Exhaustion. The writer does 
not believe that the process of financial exhaustion will operate 
rapidly. 


The Sociological Review. 


January, 1915. Conference on National Credit and Co-operative 
Enterprise. With contributions from various writers. 


Women’s Industrial News. 


January, 1915. Women’s Share in Recent Industrial Legislation. 
DorotHy Haynes. 


Bankers’ Magazine. 


DeceMBeER, 1914. The Great Crisis. IV. Continued in subsequent 
issues. Bank of the Netherlands. Report for 1913-14. 

January, 1915. Progress of Banking in Great Britain and Ireland 
during 1914. Continued in subsequent issues. 

Fesruary, 1915. New York as a Monetary Centre. W. F. Spaup- 
ING. Credit and Trade. Figures of bankruptcy, etc., in 1914. 
London Bankers’ Clearings in 1914. Stock Exchange Values. 
January, 1915, compared with July, 1914, after an unaccus- 
tomed interval in this monthly table. 


Transactions of Liverpool Economic and Statistical Society. 


Session 1913-14. The First Year’s Working of the Liverpool Dock 
Scheme. R. Witutams. This has been published in book form 
and reviewed in the Economic JournaL. The General Level of 
Prices since 1896. R. A. MacpdonaLpD. 
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Board of Trade Labour Gazette. 


NovemMBER, 1914. The Labour Market in October. An additional 
table is inserted comparing the monthly percentages unemployed 
in 1914 with the mean of the monthly percentages in each of the 
years 1875 to 1913. Unemployment among Women in October, 
1914. In consequence of the war, such unemployment presents 
special features, and additional details have been collected 
relating to it. Retail Food Prices. The average change during 
October was an advance of less than one percent. The average 
increase in prices since July amounted to 13 per cent. in the 
large towns, and 12 per cent. in the small towns and villages. 
Food Prices in Germany. A comparison of the average of 
wholesale prices for the three months May, June, and July with 
that for the three months August, September, and October shows 
increases in price of from 17 to 40 per cent. in the principal food 
grains. Peas, beans, lentils, rice, and potatoes had also risen 
considerably, but meat had risen scarcely at all, and pork was 
cheaper. The price of sugar showed no change. Unemployment 
in Denmark, October, 1914. The results of a second special 
investigation made since the beginuing of the war into unemploy- 
ment on a specified day. 

DeceMBER, 1914. Employment in Germany. The figures based on 
the Trade Union returns are here given for the period July to 
October, 1914. The percentage figures were: July 2°9, August 
22°4, September 15°7, October 10°9. Employment in Sweden. 
The results of a special inquiry into the effects of the European 
War on employment in Sweden. Retail Food Prices in United 
Kingdom. There was an advance during November of between 
2 and 3 per cent. Food Prices in Berlin, October, 1914. 16°4 
per cent. above July level. Trade Unions in United States. A 
summary of the latest figures. 

January, 1915. Employment, Wages, Prices, and Disputes in 1914. 
The mean figure of unemployment for 1914 was 3:3. Employ- 
ment in Germany. The figure for November was 8°3. Food 
Prices in Berlin. In November 20°9 per cent. above the July 
level. Retail Food Prices in United Kingdom from July to 1st 
January. In large towns the figures over the July level were 
11 per cent. in September, 13 per cent. in October, 13 per cent. 
in November, 17 per cent. in December, and 19 per cent. in 
January. Employment of Belgian Refugees. An analysis of 
the report of the committee appointed by the Local Government 
Board. Emergency Grants to Trade Unions. Less than. 
£42.000 has been paid under the scheme of emergency grants 
in aid of exceptional expenditure on unemployment benefit owing 
to the war. 

Frsrvary, 1915. Unemployment Among Women. In continuation 
of the particulars given in November, “It is satisfactory to note 
that during the past four months there has been a gradual 
improvement owing to the demand for women’s labour in con- 
nection with the equipment for the new army, especially as 
regards tailoring, shirts, boots, and leather work. The demand 
for women in certain trades, such as dressmaking, however, 
remains slack.’” Unemployment in Germany. 72 per cent. in 
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December. Employment in Denmark. The result of a special 
inquiry made by the Government. Retail Food Prices in 
United Kingdom. 23 per cent. above July level in large towns 
on February 1st. Ships Built in 1914. An analysis of Lloyd’s 
annual summary. Food Prices in Berlin. In December 
26°1 per cent. above July level. Rise in Cost of Necessaries in 
Vienna. Work of the Board of Trade Labour Exchanges in 
1914. .A summary and analysis of the latest figures. 


American Economic Review (Boston). 


DecEMBER, 1914. Competition of Transportation Companies. H. G. 


Brown. An abstract analysis of forms of competition. The 
Recent Trend of Real Wages. I. M. Rustnov. Objections to 
a Compensated Dollar Answered. Irvine FisHer. The Trade 
Commission Act. W. H. S. Stevens. On recent Trust legis- 
lation. Capitalisation versus Productivity: Rejoinder. Frank 
A. FETTER. 


Quarterly Journal of Economics (Harvard). 


Novemser, 1914. Human Behavior and Economics: a Survey of 


Recent Literature. Werstey C. Mitcnety. The City of London 
and the Bank of England, August, 1914. J. M. Keynes. The 
Trust Legislation of 1914. E. D. Duranp. Wages Boards in 
Australia. I. Victoria. M. B. Hammonp. Specific Produc- 
tivity. W.M. Avriance. On a doctrine of Prof. J. B. Clark’s. 
Hobson’s Work and Wealth. J. M. Cuarx. The War and the 
Financial Situation in the United States. O. M. W. Spracue. 


Fesruary, 1915. Women’s Work and Wages in the United States. 


C. E. Persons. The Contest in Congress between Organised * 
Labour and Organised Business. P. G. Wricut. Scientific 
Management in Practice. C. Bertranp THompson. Monopoly 
or Competition as the Basis of a Government ‘Trust Policy. 
R. Lrermann. Wages Boards in Australia. M. B. Hammonp. 
Depreciation and Rate Control. A_ discussion between 
JosepH 8. Davis and Attyn A. Youna. 


Journal of Political Economy (Chicago). 


Novemser, 1914. The Work of Rural Organisation. T. N. Carver. 


Customs Administration under the 1913 Tariff Act. I. N. 
Horrmann. The Farmers’ Elevator Movement. I. O. N. 
ReFsEtL. Concluded in December. The Harvard Bureau of 
Business Research. A. E. Swanson. 


DeceMBeER, 1914. Effect of the European War on American Credits. 


G. M. Reynoutps. Economic Significance of Interlocking 
Directorates in Railway Finance. F.H. Dixon. Essentials of 
Workmen’s Compensation Statistics. E. H. Downe. 


January, 1915. Valuation of Railway Property for Purposes of 





Taxation. T. S. Apams. Valuation of Railway Property for 
Purposes of Rate Regulation. Prerce Butter. The Investor’s 
Interest in Railway Valuation. W. Z. Ripuey. 
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Political Science Quarterly (New York). 


DEcEMBER, 1914. Physical Valuation of Railways. W. Z. Rip.ey. 
The New Freedom in Commerce. H. KR. Mussry. On the 
Tariff Act of 1918. The West Virginia Coal Strike. L. R. 
Lyncw. Pan-Slavism and European Politics. Louis Levine. 
The War of the Nations. Caruton Hayes. 


Annals of American Academy (Philadelphia). 


NovemMBER, 1914. A series of articles on Women in Public Life. 
January, 1915. A series of articles on Public Policies as to 
Municipal Utilities. 


Bulletin of U.S. Labour Bureau. 


No. 142. Administration of Labour Laws and Factory Inspection in 
Certain European Countries. By Dr. G. M. Price. Deals with 
Great Britain, Germany, France, Austria, Belgium, and 
Switzerland. To be reviewed. 

No. 145. Conciliation, Arbitration, and Sanitation in the Dress and 
Waist Industry of New York City. 

No. 148. Labour Laws of the United States, with Decisions of 
Courts relating thereto. In two parts, pp. 1216+1257. Pre- 
ceded by digests and summaries, the text of the labour laws of 
each individual state are reproduced. 

No. 149. Wholesale Prices, 1890 to 1913. The index number for 
1913 is 135°2 as compared with 133°6 for 1912, 129°2 for 1911, 
and 131°6 for 1910. 

No. 150. Wages and Hours of Labour in the Cotton, Woollen, and 
Silk Industries, 1907 to 1913. 

No. 152. Decisions of Courts and Opinions affecting Labour. 

No. 160. Hours, Earnings, and Conditions of Labour of Women in 
Indiana Mercantile Establishments and Garment Factories. 


Journal des Economistes (Paris). 


SEPTEMBER, 1914. Les Causes de la Guerre. Yves Guyot. Con- 
tinued in subsequent months. Le Manifeste des “ Kultur- 
krieger.” Y. Guyot, D. BEtizet, et G. Buonpex. An appeal to 
Brentano with his reply. 

Octoper, 1914. Les Dommages et les Indemnités de guerre. 
N. Monpet. Very brief. 

Novemser, 1914. Le Marché financier en 1914. A. RAFFALOVICH. 
Le Marché des sucres et la guerre de 1914. G. Durzav. 

January, 1915. La Russie et la guerre. A. Rarratovicn. A useful 
résumé, 

Revue d’Economie Politique (Paris). 


SepTEMBER—OcToBER, 1914. Le réle des facteurs économiques dans 
la guerre franco-allemande. The war referred to is the present 
war. Les variations du développement industriel et les varta- 
tions du marché. H. Bourain. An historical study of fluctua- 
tions mainly concerned with the first half of the nineteenth 
century. Un nouveau projet de stabilisation de la valeur de la 
monnaie. R. Oxprecuts. On Prof. Fisher’s “Standardised 


Dollar.” 
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NovEMBER—DECEMBER, 1914. La Guerre et la question sociale. 
CHARLES GipE. Le mouvement des prix dans la métallurgie 
frangaise et particuliérement dans la Lorraine frangaise. L. 
Brocarp. Exposé des Motifs du Ministre des Finances. The 
text of M. Ribot’s important statement of last December. Les 
lois allemandes financiéres et économiques de mobilisation. A 
very valuable collection of the texts of the principal emergency 
legislation in Germany in the field of finance and economics. 


Scientia (Milan). 


January, 1915. This journal, which with the comprehensiveness of 
ancient philosophy contemplates the human as well as the 
natural sciences, has fittingly initiated an impartial objective 
inquiry into the causes of the European War and its possible 
good results in the way of preventing future wars. The dis- 
cussion is opened by eminent representatives of England, 
France, and Germany, one economist and two philosophers. 
With the authority of one who has known and honoured and 
has been honoured by academic Germany—one who had hoped 
that the German “phase of self-glorification” might have 
passed off like the English bluster of Palmerston without a 
cataclysm—Pror. ASHLEY recalls the pronouncements of leading 
German economists to the effect that unless the sea could be 
kept open the well-being of the German nation was insecure 
(about half the population “being dependent for their livelihood 
and work upon unrestricted import and export by water ’’); and 
from the failure of that condition anticipates the collapse of our 
enemy. Among results of the war to ourselves, he expects 
increased solidarity of the Empire, fresh “economic courage ”’ 
in tackling vast problems. “We now wake up every morning 
to find Government credit extended to some new department 
of commerce; some branch of trade put under an embargo; 
some enormous purchase of commodities undertaken, such as 
sugar; some extensive new manufacture encouraged and assisted, 
and a financial return guaranteed to investors, as for the pro- 
duction of dyestuffs.” 

Among various causes of the conflagration assigned by Pror. 
Ltvy-BruaL may be noticed the antagonism of the Alsace- 
Lorraine peoples to “Germanisation,’’ the large-scale production 
in Germany demanding an expanded sphere of custom, the 
suspiciousness and military pride of the Germans. Pror. W. 
Wonpt criticises two critics of his own view [which are more 
fully stated in his book, Ueber den wahrhaften Krieg: Weipzic, 
Kréner, 1914]. Pror. Grav, of Christiania, shows want of 
“objectivity ’’ in his comparison of Germans with their enemies. 
The Germans have not called their (Western) enemies bar- 
barians. They have never thought of violating peaceful neutral 
States. They offered to guarantee the “integrity ’’ of Belgium. 
The more open partisanship of Pror. Ruyssen, of Bordeaux, is 
met by some remarkable statements, e.q., “ Belgium, by treaties 
concluded in 1906 and renewed in 1909, had long ceased to be 
neutral,’’ “at the Hague Conference of 1907 the proposal that 
belligerents should be forbidden to convey troops through neutral 
States was negatived by England, Germany, and Italy.” 
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Giornale degli Economisti (Rome). 


NovEMBER, 1914. Associazione e Cooperazione nei vari Stati. G. 
Bruccoueri. I movimenti della Capitalizzazione nell’ industria 
agricola. F. Vinci. Crises in agriculture are studied with the 
aid of mathematical statistics—index numbers and correlation. 

DeceMBER, 1914. L’imperialismo economico inglese. A. CARONCINI. 
A study on the relations between the constituent parts of the 
British Empire. In memoria di G. Montemartini. A. AGNELLI. 

January, 1915. Hconomia e finanza di guerra. G. DEL VECCHIO. 
An estimate of Italian resources for a possible war. Gli insegna- 
menti economici del conflitto Europeo. M. Auperti. One of 
the results of the war will be an increase of Protection. Assoct- 
azione e cooperazione agricole nei vari Stati. G. Bruccoueri. 


La Reforma Sociale (Turin). 


NoveEMBER—DECEMBER, 1914. This is a war number. Pror. L. 
Einaupi presents several Aspects of the European War. Its 
causes were not purely economic—the desire of England to 
repress a dangerous rival, of Germany to build up her own upon 
the ruins of England’s prosperity. A thousand other motives 
are more or less consciously present. The action of moral forces 
appears even in the monetary expedients adopted by the leading 
nations; showing mutual confidence and the renouncement of 
selfish interests. Pror. G. Prato shows chinks in the German 
granite, weak points in the colossal structure described by Hel- 
fferich and others. The speculative methods of banking are pre- 
carious. The organisation of industry on an increasing scale 
necessitates exportation. The use of force to secure an outlet 
came naturally to the German mind; between which and the 
English there are striking contrasts. In its broad view of 
psychological as well as material causes, its use of the latest 
German as well as Anglo-French writings, this article is of 
unique interest to the belligerents. The economic causes of 
the war are traced by F. Carui. Britain’s economy and the 
Re-opening of the Money Markets are the subjects of other 
articles. 

JaNuAaRY, 1915. L’impero Britannico. ALBERTO GeEISSER. The 
vast and varied dominions of the British Empire are held 
together by a “unificatory moral principle.” La guerra e la 
pace come determinanti dei movimenti generali dei prezzi. 
W. EaaenscHwyLer. Wars play a part like that of industrial 
crises in the rhythm of economic activity. 


De Economist (The Hague). 


NovemBer, 1914. De bankwetsherziening in de Vereenigde Staten 
van Noord-Amerika. J. A. DELA Hayze. Verslag van de staats- 
commissie over de werkloosheid. A. Tepe. Continued in 
December. 

DeceMBER, 1914. Is eene reorganisatie van de Amsterdamsche 
beurs noodzakelijk? KE. J. VAN DER MAateEN. 

January, 1915. Vermogensbelasting en kapitaalvorming. H. J. 
Tasman. De theorie van het geld. G. M. BoisseEvaIn. 
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Fepruary, 1915. Gemeentelijke bank van Leening. I.. G. G. 
PEKELHARING. O verzicht van buitenlansche tijdschriften. D. 
Mainly a review of various writings bearing on the Gold Ex- 
change Standard, which appeared in the Economic JouRNAL 
during 1914. 


Ekonomisk Tidskrift (Stockholm). 


Part 9, 1914. Tysklands penning-och bankvdsen under Kriget. 
D. Davipson. Utvecklingen af industrien i Finland under de 
senaste decennierna. M. Kovero. 

Part 10, 1914. Riksbankens guldkassa. Knut WicksELu. Kriget 
och Englands penning-och bankvdsen. D. Davipson. Lezis 
och Bohm-Bawerk. I. Knur Wicksetn. Continued in 
Part 11. 

Part 11, 1914. Finanser och arbetsléshet. M. Hamitron. 





NEW BOOKS. 


English. 


ANGELL (NorMAN). Prussianism and its Destruction. London: 
Heinemann. 1915. Pp. 240. 1s. net. 

[‘‘An answer to the question: Shall this war end the militarism which 
provoked it?” Part II. of The Great Illusion is here reprinted with very 
considerable additions. ] 

AsHLEY (W. J.). Reports of the Intelligence Officer to the Bir- 
mingham Citizens’ Executive Committee, November 27th, 1914, 
and February 5th, 1915. Pp. 15+16. 

{In November, on the whole, the condition of Birmingham, so far as 
employment is concerned, may be said to have been one of marked prosperity. 
By February the adjustment to the industria] requirements ef the war was 
almost complete. ‘‘There is a large and unsatisfied demand for labour, not 
only in several of the industries engaged on Government work, but also in 
certain trades which suffered at the outbreak of the war and are now returning 
to normal conditions.’’] 

Asxuey (W. J.). The War and its Economic Aspects. Oxford: 
The Clarendon Press. 1914. 2d. net. 

[A lecture to the Workers’ Educational Association at the University of 
Birmingham, reprinted in the series of Oxford Pamphlets, 1914. This article 
has also been printed in Scientia, and its subject is noted above under Recent 
Periodicals.] 

Brown (W. JetHro). The Prevention and Control of Monopolies. 
London: John Murray. 1914. Pp. xix+198. 6s. net. 


[The illustrations are largely drawn from Australia. To be reviewed.] 


City oF BrrmincHaM. Third Annual Report of the Central Care 
Committee for the nine months ended July 31st, 1914. Birming- 
ham: Town Hall Printing Works. 1914. Pp. 51. 


CuarKE (A. G.). A Text-book on National Economy for Use in 
Schools. London: P. S. King. 1915. Pp. vii+105. 3s. 6d. net. 


[Reflections on current problems by a writer of fresh and independent 
outlook, but not particularly well adapted for use in schools.] 
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Cotson (C.) Railway Rates and Traffic. London: Bell. 1914. 
Pp. vili+195. 3s. 6d. net. 

[Translated from the third edition of Transports et T'arifs; edited and 
pe 8 _ Charles Travis, with an introduction by W. M. Acworth. To be 
reviewed. 


Exy (Ricuarp T.). Property and Contract in their Relations to 
the Distribution of Wealth. 2 vols. London: Macmillan. 1914. 
Pp. xlvii+474+521. 17s. net. 


[To be reviewed.] 


Evans (W. A.). Wheat and its Relation to the Present Crisis. 
Leicester: W. Thornley and Son. +1914. Pp. 20. 

[Presidential Address to the Leicester Literary and Philosophical Society. 
Mr. Evans, writing last year, took rather a pessimistic view of the supply of 
wheat in the near future. ‘‘A great point has been made of the fact that 
prices have advanced so little. This may be a very doubtful blessing. A high 
price now is a great incentive to the neutral wheat-growing areas of the world 
to vastly increase their production; it also tends to prevent waste by calling 
urgent attention to the need for economy. A high price in a year’s time may 
mean actual scarcity of supplies, and, should there not be enough to go round, 
the disaster is then irreparable. . . . It is greatly to be hoped that the Govern- 
ment will not attempt to do more than modify any vicious and extreme 
fluctuations of price. Should they do so, they may very easily produce later 
effects much worse than those they seek to avoid.” Some particulars are given 
of the attempts to fix wheat prices in Australia, and there is an interesting 
chart of the course of wheat prices in this country from July 14th to 
September 20th. There has, of course, been a large advance in price since this 
article was written.] 


Foster (WiuuiaM). The English Factories in India, 1646-1650, 
a Calendar of Documents in the India Office, Westminster. Oxford: 
The Clarendon Press. 1914. Pp. xxxii+362. 12s. 6d. net. 

[The eighth volume published. To be reviewed.] 


Humpurey (A. W.). International Socialism and the War. 
London: P. S. King. 1915. Pp. vii+167. 3s. 6d. net. 

[A straightforward account, subject to the inevitable limitation of the 
available material. ‘‘This little volume is not intended as a complete account 
of the International Socialist movement in connection with the present war, 
nor as a complete exposition of the motives which have guided the various 
Socialist bodies to the positions they have taken up. . . . As with other aspects 
of the war, the bloodshed comes first and the full facts afterwards. The 
information available, however, is suflicient to reveal the broad principles upon 
which the Socialists concerned have acted, the main facts which have influenced 
them, and how they stand in relation to their respective Governments.”] 

Onstow (Srpetta Macartuur), Edited by. Some Early Records 
of the Macarthurs of Camden. Sydney: Angus and Robertson. 
(London: Milford.) 1914. Pp. vii+496. 15s. net. 

[Family Records of one of the founders of the Australian Fine Wool 
Trade. To be reviewed.] 

Orwin (C. §8.). The Determination of the Cost of Production. 
Pp. 9. 

[On Cost Accounting for Farmers, reprinted from the Journal of the Board 
of Agriculture, June, 1914.] 

Papwortn (Lucy Wyatt) and Zimmern (Dorotuy M.). Women 
in Industry: a Bibliography. London: Women’s Industrial Council. 
1915. Pp. 107. Ils. net. 

[In spite of the length of their list, the authors are much struck by the 
paucity of the real material actually available, and by the marked tendency, 
which they discover, ‘‘to overlook the really important differences between men 
and women and to treat questions as though there were only one sex.”’] 
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PownaLL (GEorGE H.). English Banking: its Development and 
some Practical Problems it has to Solve. With a Preface by Prof. 
H. 8. Foxwell. London: Blades, East, and Blades. 1914. Pp. 
xv+78. 1s. net. 

[To be reviewed.] 


Wagex (S. R.). Finance in China. Shanghai: North China 
Daily News and Herald. 1914. Pp. 503. 18s. net. 

[A general survey of trade and economics in China, including figures relating 
to China’s indebtedness, balance of trade, level of wages, &c.] 

Year-book of Social Progress, 1914-15. Third Issue. London: 
Thomas Nelson. Pp. 636. 5s. net. 

[‘‘Being a summary of recent legislation, official reports, and voluntary 
rk with regard to the welfare of the people,” brought up to August 4th, 

WirHers (Hartiey), War and Lombard Street. London: 
Smith, Elder. 1915. Pp. viii+171. 


[Mr. Withers’ view of what happened in the city last July and August. To 
be reviewed.] 


American. 


ANTHONY (KaTHARINE). Mothers who must Earn. New York: 
Survey Associates. 1914. Pp. viii+223. 


[In the series of West Side Studies.] 


Bascock (K. C.). The Scandinavian Element in the United 
States. Urbana: University of Illinois. 1914. Pp. 228. $1.15. 


[University of Illinois Studies in the Social Sciences.] 


Boyhood and Lawlessness. New York: Survey Associates. 1914. 
Pp. xix +215. 


[In the series of West Side Studies.] 


Brisco (Norris A.). Economics of Efficiency. New York: Mac 
millan Company. 1914. Pp. xv+385. 6s. 6d. net. 

[One of a rapidly growing host of American works on efficiency, scientific 
management, fatigue, &c., &c.] 

Brown (Harry Gunnison). International Trade and Exchange: 
A Study of the Mechanism and Advantages of Commerce. New 
York: The Macmillan Company. 1914. Pp. xvili+1538+197. 
6s. 6d. net. 

[Part I. on ‘‘The Exchange Mechanism of Commerce”; Part II. on ‘‘The 
Economic Advantages of Commerce.’’ The author makes no attempt to write— 
he has provided very full lecture notes, but not a book. To be reviewed.] 

Cartwricut (OTHo G.). The Middle West Side: a Historical 
Sketch. New York: Survey Associates. 1914. Pp. xiii+67. 

[An historical sketch of the development of the West Side of New York, 

reliminary to the series of West Side Studies, published by the Russell Sage 
Doanistion, of which three are noted on this page and on page 162. Like all 
of the series this volume is admirably illustrated.] 

DureE.L (FLETCHER). Fundamental Sources of Efficiency. Phila- 
delphia: J. B. Lippincott. 1914. Pp. 368. 10s. 6d. net. 


[Bogus mathematico-philosophical,—by a writer who describes himself as 
having been first influenced by Herbert Spencer and then by Mr. Taylor.] 
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Heppurn (A. Barton). Artificial Waterways of the World. 
New York: The Macmillan Company. 1914. Pp. vii+171. 68. 6d. 
net. 


[A volume of very slight essays mainly relating to the United States.] 


Jones (Exiot). The Anthracite Coal Combination in the United 
States, with some Account of the Early Development of the An- 
thracite Industry. Cambridge (U.S.A.): Harvard University Press. 
1914. Pp. xiii+261. 


{Harvard Economic Studies, Vol. XI. To be reviewed.]} 


JosepH (SamuEL). Jewish Immigration to the United States 
from 1881 to 1910. New York: Columbia University. (London: 
P. 8S. King.) 1914. Pp. 209. 6s. net. 


[Columbia University Studies. To be reviewed.] 


Kureeck (Mary van). Working Girls in Evening Schools: a 
Statistical Study. New York: Survey Associates. 1914. Pp. xi+ 
252. $1.50. 

[A publication of the Russell Sage Foundation.] 


KnoeppPet (C. E.). Installing Efficiency Methods. New York: 
Engineering Magazine. 1915. Pp. viii+258. 
(‘‘Works Management Library.” To be reviewed.] 


Lockwoop (J. H.). The Creation of Wealth: Modern Efficiency 
Methods Analysed and Applied. Cincinnati: Standard Publishing 
Company. 1914. Pp. 225. $1 net. 

[‘‘It does not concern the author whether the economists, of which there is 


a great variety, recognise his efforts as an addition to the science. . . . The 
author endeavours to delineate the creativeness of man in its widest aspect.’’] 


Ma (Yin Cu’v). The Finances of the City of New York. New 
York: Columbia University. (London: P. 8. King.) 1914. Pp. 
312. 10s. net. 

[Columbia University Studies. On methods of budgeting and accounting.] 


McManon (TuerEsa Scumip). Women and Economic Evolution 
or the Effects of Industrial Changes upon the Status of Women. 
Madison, Wisconsin. 1912. Pp. 181. 


[A doctoral thesis published in the Bulletin of the University of Wisconsin.] 


Moore (H. L.). Economic Cycles: Their Law and Cause. New 
York: Macmillan Company. 1914. Pp. viii+149. 8s. 6d. net. 


[An essay in mathematical and statistical method. To be reviewed.] 


NationaL Civic FepERATION. Report of the Committee on Pre- 
liminary Foreign Inquiry : Social Insurance Department. New York: 
National Civic Federation, 38rd Floor, Metropolitan Tower. 1914. 
Pp. 101. 


[A description and criticism of the British Insurance Act. To be reviewed.] 


Questions of Public Policy. New Haven, Conn.: Yale University 
Press. (London: Milford.) 1913. Pp. 134. 5s. 6d. net. 


[Page lectures, as follows, delivered at Yale University :—‘‘The Character 
and Influence of Recent Immigration,” by J. W. Jenks ; “The Essential and 
Unessential in Currency Legislation,” by A. Piatt Andrew; ‘The Value of the 
Panama Canal to this Country,” by Emory R. Johnson; ‘Benefits and Evils 
of the Stock Exchange,” by Willard V. King.] 
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Reeves (Epirx). Care and Education of Crippled Children in 
~~ States. New York: Survey Associates. 1914. Pp. 
X+ ° 


[A publication of the Russell Sage Foundation.] 


Ropsins (Epwin Ctiype). Railway Conductors: a Study in 
Organised Labour. New York: Columbia University. (London: 
P. S.-King.) 1914. Pp. 183. 6s. net. 

[Columbia University Studies. ‘‘The Railway Conductors” is one of the 
four great Trade Unions of American Railway Employees. To be reviewed.] 

Royce (Josian). War and Insurance. New York: Macmillan 
Company. 1914. Pp. xlviii+96. 4s. 6d. net. 

[An address delivered before the Philosophical Union of the University of 
California, adumbrating an almost inconceivably chimerical scheme by which 
the nations of the world are to insure themselves with an International Board 
of Trustees against the losses consequent on Plague, Famine, Volcanoes, Floods, 
and especially Wars. In the event of a nation’s being completely defeated and 
absorbed, its insurance rights are to lapse, in part, to the victor.] 

Scott (JONATHAN FRENCH). Historical Essays on Apprenticeship 
and Vocational Education. Ann Arbor Press. 1914. Pp. 96. 

[A somewhat slight treatment of the subject, the outcome of a thesis sub- 
mitted at the Universiy of Wisconsin. ] 

True (Rutw §&.). The Neglected Girl. New York: Survey 
Associates. 1914. Pp. iii+143. 

{In the series of West Side Studies.] 


Waite (Horace). Money and Banking, illustrated by American 
History. Fifth Edition. Boston: Ginn. 1914. Pp. xiv+541. 

{In this new edition of his well-known work, Mr. White has revised his 
narrative and continued it to the year 1914, the last two chapters dealing with 
the Central Bank Question, and the Federal Reserve System.] 


Swiss. 


Hoerticer (WattTeER). Die finanzielle Kriegsbereitschaft der 
Schweizerischen Eidgenossenschaft unter besonderer Beriicksich- 
tigung der Schweiz. Nationalbank. Ziirich: Fiissli. 1915. Pp. 
xi+254. Fr. 5. 


[This study was ready for publication just before war broke out.] 


Italian. 


Annuaire International de Statistique Agricole, 1911 et 1912. 
Rome: Institut International d’Agriculture. 1914. Pp. xxxiv+ 
622. Fr. 5. 


[A vast mass of detailed agricultural statistics.] 


Fasouis (GIovaNNI). Le Doppie Imposizioni: definizioni scien- 
tifica rassegna e discussione dei casi di doppia imposizione. Citti 
di Castello: S. Lapi. 1914. Pp. xvi+512. IL. 10. 

[To be reviewed. In the length of their works the economists of Italy are 
fast adopting the Teutonic tradition. Even before the war cut off the products 
of Germany, but, on account of singularity, more noticeably since, there have 
issued from Italy too many of those obese volumes, the very sight of which 
arouses a feeling of surfeit in the hesitant reader.]} 
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Leone (E.). Lineamenti di Economia Politica. Rome: Tipo- 
grafia Editrice Nazionale. 1915. 


MissirouI (M.) Satrapia. Bologna: Zanichelli. 1915. 


Murray (R. A.). Principi fondamentali di Scienza pura delle 
finanze. Florence: Libreria della Voce. 1915. 


Prato (Pror. GiusEpPe). Un capitolo della vita di Giovanni 
Law (dei documenti inediti).. Turin: Bocca. 1914. Pp. 31. 

[A paper read before the Turin ae of Sciences; throwing new light 
on old problems. To be reviewed.] 

Ricct (UmBErTo). Les Bases Shidenianee de la Statistique Agri- 
cole Internationale. Rome: Institut International d’Agriculture. 
1914. Pp. xii+314. Fr. 5. 

[Prepared for the guidance of the International Institute. To be reviewed.] 

Secre (Arturo). Manuale di Storia del Commercio. Volume 
Secondo. Dalla Rivoluzione Francese ai giorni nostri, 1789-1913. 
Torino: S. Lattes. 1915. Pp. 513. 


Tancorra (V.). Trattato di Scienza delle finanze. Vol. I. 
Milan: Societa Editrice Libraria. 1915. 


